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Design and Construction of Pipeline 
Natural Gas, Natural Gas Liquids 4 
Other Fuels. 

Design and Construction of Produd 
and Storage Plants for Peak Shaving§ 
Gases. 

Design and Construction of Distri- 
bution Systems, City Gate Metering 
Stations, and Compressor Stations, 


Design and Construction of 
Distribution Service Centers. 
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System Planning. 
Feasibility Reports. 
Corrosion Control. 


Communication Systems and 
Automation of Operations. 


* Metallurgical Laboratory Investigatif 


For complete details of how 
Ebasco can help you with 
your problems and projects, 
write for our brochure. 
Address: Ebasco Services Inc., 
Dept. W., Two Rector Street, 
New York 6, N. Y. 
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Now— precise heat and temperature control 
—where you need it and when you need it 


EFFECT OF GAS CONDITIONING 
Effect of Effect of 
Gas Recirculation Gas Tempering 


in Hopper at Furnace Exit 
(Constant Firing Rate) (Constant Firing Rate) 


GAS TEMPERATURE 
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PER CENT GAS TEMPERING 
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PER CENT GAS RECIRCULATION 


B&W engineering concept tempers 
furnace exit gases and controls 
ubsorption patterns for improved design, 
operating and maintenance 
characteristics 


Just as the heating and cooling systems in your home con- 
dition air to provide a moderate, healthful atmosphere 
under the “load” of varying climate... B&W Gas Con- 
ditioning provides moderated, balanced gas temperature 
in the boiler under varying conditions of load, changes in 
fuel characteristics, and varying cleanliness of eat 
absorption surfaces. 

Gas Conditioning is the composite use of “cool” flue 
gases recirculated either to reduce gas temperature at the 
furnace exit (gas tempering) or to control heat absorption 
relationships between the furnace and the superheater- 
reheater surfaces (gas recirculation). 

Increasing load normally brings up gas temperature, 
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ever, Gas Conditioning introduces proportioned flue 
to “temper” furnace exit gas to maintain desired tem- 
‘ture. This greatly reduces ash fouling, corrosion and 
p of tube surfaces in the superheater, guards against 
neling of ash on superheater tubes, and permits a 
ificant reduction in the high alloy requirements. 


‘ss load decreases, Gas Conditioning recirculates pro- 


por 


tioned flue gas through the furnace, controlling fur- 


nace heat absorption and thereby maintaining consta 
steam temperatures for efficient performance. 

B&W GAS CONDITIONING has been sound 
proved in operation, and deserves serious consideration 
any discussion of new boiler design. Additional inform 
tion and case history data are available on request. T 
Babcock & Wilcox Company, Boiler Division, Barberto 
Ohio. 


THE BABCOCK & WILCOX COMPANY 





BOILER DIVISION 





I* this, our annual special “gas issue” 
to salute the national convention of 
the American Gas Association, we are 
again presenting an increasingly popular 
feature started two years ago: a com- 
pendium of individual statements from 
gas company executive officers. It will be 
found beginning on page 35 and we 
honestly feel that it presents a most illu- 
minating cross section of official thinking 
of gas utility industry management on 
various facets of operation. 


Ir is more than a coincidence, there- 
fore, to note the recurring stress placed 
by these gas industry leaders on competi- 
tion and what the gas companies must do 
about it. We see this reflected in the 
theme of the forty-second AGA conven- 
tion being held in Atlantic City, New 
Jersey, October 10th to 12th. We see it 
also in the leading article in this issue, 
exclusively prepared for Pustic UTILI- 
TIES FORTNIGHTLY by the president of 
the American Gas Association, WISTER 
H. Licon. 


It was just a year ago that Mr. Licon, 
a man conditioned to the rigors of com- 
petition, began his term as AGA presi- 
dent by adopting a “full speed” ahead 
campaign. This concept has been em- 


WISTER H. LIGON 


RRS 


NISSEL 


phasized in the areas of research, promo- 
tion, and advertising, public information, 
and gas industry harmony. A graduate of 
Georgia Tech, Mr. Licon has held gas 
utility positions in both sales and engi- 
neering. He has been in the thick of a 
stiff competitive situation for several 
vears by reason of his position as presi- 
dent of the Nashville Gas Company, 
which is forced to compete with the Ten- 
nessee Valley Authority, and does so 
successfully. He has been chairman of 
the Executive Conference Committee and 
various other committees of the AGA. 
He has also served as past president of 
the Southern Gas Association. 


te Hans E. Nisset, whose article on 
“The Impact of Cost Allocations 
upon Future of the Natural Gas Indus- 
try” begins on page 512, is a native of 
Germany and a graduate of the Karlsruhe, 
Munich, and Berlin Institutes of Tech- 
nology (BS, ’22; MS, ’24; PhD, ’28). 
He left Germany in 1933 and for fifteen 
vears practiced his profession in Egypt 
and the Middle East. He came to the 
United States in 1948 and has done ex- 
tensive work for the natural gas indus- 
try, frequently appearing before various 
state commissions and the Federal Pow- 
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Tremendous growth has marked Panhandle Eastern’s 30-year 
history ... yet the accomplishments of those first three decades will be more 
than equalled in the years ahead. 

Panhandle Eastern and its subsidiary, Trunkline Gas Company, serve the industrial 

heartland of America... one of the nation’s fastest-growing sections. Vigorous growth of 
both population and industry produces an ever-increasing demand for natural gas. 
Panhandle Eastern intends to increase its system capacity by 400,000 Mcf per day, 

to a total of 1,825,000 Mcf per day. And planning for further growth continues. 

Reserves now exceed 13 trillion cubic feet, insuring more than 20 years’ supply 

after the next expansion. A vigorous exploration program, coupled with continuous acquisition 
of production in the gas producing fields, indicates Panhandle’s confidence in the future. 
Panhandle Eastern’s substantial investment in National Distillers and Chemical Corporation 

is importantly beneficial to Panhandle stockholders. National is the world’s second 

largest producer of polyethylene, for which natural gas supplies the raw material. 

Operating revenues for Panhandle have almost tripled in the past ten years, and the next 
decade will see no slackening of that growth. The first thirty years, 
successful as they have been, were only the beginning! 
























PANHANDLE EASTERN PIPE LINE COMPANY 
Subsidiary: TRUNKLINE GAS COMPANY 


120 Broadway, New York 5, New York 








er Commission. His main fields of ac- 
tivity are cost analysis, rate design, en- 
gineering economics, and other economic 
and technical subjects on which he has 
published several books and numerous 
articles. He now practices as a consultant 
at Old Greenwich, Connecticut. 


* * * * 


T. (TED) KeELioce, whose article 

e on “Gas Air Conditioning Moves 
Ahead” begins on page 525, is publicity 
and information manager of Air-Con- 
ditioning and Refrigeration Institute of 
Washington, D. C. His background is 
that of a professional writer and public 
relations man. He came to Washington 
in 1930 as a reporter for the Evening Star 
and has since written numerous articles 
and made free-lance contributions to 
trade magazines in several fields. He was 
educated at George Washington Univer- 
sity in Washington. 


* *K * *K 


D* PauL G. LAGRONE, whose article 
on “Financing the Expansion Pro- 
gram of the Natural Gas Transmission 
Industry” begins on page 535, is an as- 
sociate professor of the University of 
Arkansas. He is also a member of Arthur 
Andersen & Co., the national accounting 
firm, based in St. Louis, Missouri. Dr. 
LAGRONE was born in Greenville, Mis- 
sissippi, and was educated at Bowling 
Green College (Kentucky; BS, ’47), Uni- 
versity of Denver (MBA, ’48), and the 
University of Alabama (PhD, ’58). He 
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PAGES WITH THE EDITORS (Continued) 












PAUL G. LA GRONE 


was a naval aviator in World War II, 
attaining the rank of Lieutenant Com- 
mander. Dr. LAGRONE has written an 
illuminating explanation of the peculiar 
requirements of gas transmission financ- 
ing and what such companies must look 
for in the future. 


* * * x 


W: imagine that there will be a num- 
ber of our readers who will experi- 
ence a nostalgic twinge in reading the 
entertaining account on the resurrected 
gas lamp by James H. Co.uiins, Wash- 
ington business writer, which begins on 
page 550. Boyhood memories of those 
who can recall the gas mantle lamp pe- 
riod of the early years of the century 
doubtless reflect a pleasant recollection of 
soft luminous light in homes and along 
the quiet streets of that period. Lighting 
engineers would probably differ; and if 
we could actually see it again it might 
seem a bit on the greenish, glaring side. 
But Mr. Cotiins has assembled enough 
information to indicate that there are 
good, hard-headed reasons for developing 
the latest ornamental types of gas light- 
ing. The manufacturing and sales activity 
alone in this area indicates that it is more 
than a sentimental fancy. 


THE next number of this magazine 
will be out October 27th. 


A, Mite. 
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Nowhere 
But In 
Northern 
[llinois 


Nowhere will you find so many diversified 
industries—food, oil refining, chemicals, 
glass, clay, primary metals, machinery, metal 
fabricating . . . 

Nowhere will you find such superb trans- 
portation—rail, highway, air, and now ac- 
cess to the seven seas—direct by ship. 

And nowhere will you find greater intra- 
industrial cooperation. 

We supply gas to 3700 industrial plants 
and their more than 290 home communities. 
Co keep pace with the growth and develop- 
ment of northern Illinois, we expect to invest 
an estimated $200,000,000 in new and im- 
proved gas facilities during the 5-year period 
ending with 1964. 
if you would like to locate your plant in this 
area where 3,700 other industries are growing, 
we will be glad to assist you...without obliga- 


tion of course. Write us in strictest confidence 
if you wish. Address your inquiry to: 





Harold J. Roth, Mgr., 
Industrial Development, 
Northern Illinois Gas Co., 
615 Eastern Avenue, 
Bellwood, Illinois. 


NORTHERN 
ILLINOIS 
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For heating and power boilers. 23 sizes listed in 
Catalog No. A-10. 
BLUE LINE UPSHOT ATMOSPHERIC GAS BURNER | 


ee Bake | 





Fully automatic, packaged assembly, Sizes listed to 28 million BTU/HR 
in Catalog C-10 


TRE POWER TYPE GAS BURNE 





MODEL R 
Capacities up to 
2%, million BTU/HR 
Catalog E-61 


TURBO RING 
FORCED DRAFT BURNERS 


Gas, oil, or combination Gas-Oil 
burner. No stack required on boilers 
equipped for pressure firing. 


MODEL FGR 
Capacities 1 to 9 
million BTU/HR 

Catalog E-51 
















% PLANNED — Factory ‘assembled, pre-wired for 
**Bolt-in”’ installation. 

% PERFORMANCE — Custom matched to individual 
boilers for quiet, efficient operation. 
Gordon & Piatt also manufacturer of a complete line of 


domestic conversion burners plus large dual-fuel units. 
Write for literature and complete information 
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THE me INDUSTRY WELCOMES MORE 
CO-OPERATION 

An independent telephone company executive has two sets of 
problems. There are those which are common to the telephone 
industry as a whole, and there are those which are peculiar to 
the independent companies, as distinguished from system com- 
panies of the Bell organization. C, C. Pearce, president and 
general manager of the Farmers’ Telephone Company, Riceville, 
Iowa, has written an introductory message explaining the im- 
portance of the United States Independent Telephone Associa- 
tion’s program for independent telephone company people. 


THE IMPACT OF REGULATED INDUSTRY ON 
THE NATIONAL ECONOMY 

James W. Cook, vice president in charge of public relations for 
the American Telephone and Telegraph Company, thinks that 
the part regulated industry plays in national economic growth 
may be quite generally overlooked. Only on rare occasions, such 
as the recent launching of the communications satellite, Echo I, 
is public attention commanded by the contributions which regu- 
lated utility industries generally make as a matter of routine. 


COMMUNICATIONS IN BUSINESS 

In the telephone business management has frequent reason to be 
aware of the importance of the public image it creates. Because 
of the significance of the service provided, telephone companies 
operate under continued public scrutiny, and the greater public 
knowledge which results helps the companies to do a better serv- 
ice job. Thomas W. Eadie, president of the Bell Telephone 
Company of Canada, discusses the importance of his industry’s 
communication with the public, especially the stockholders. 


THE FUTURE ROLE OF COMMERCIAL 
COMMUNICATIONS 








Communications is a much used word but it means so many 
different things to different people: a letter, an interoffice memo- 
randum, a telegram, a telephone message, or radio signals. All 
are communications of a sort. Francis X. Welch, editor of Pus- 
Lic UTILITIES ForTNIGHTLY, has undertaken to sketch in broad 
outline the place which the telephone industry as such may have 
to carve out for itself in an increasingly complex future area. 


BELL'S GARDEN OF GROWING MANAGERS 


Among the most important duties of utility management is the 
duty to reproduce itself. This does not necessarily mean growing 
the same kind of executives or supervisory people for tomorrow 
that the company now has. On the contrary, it means looking to 
the future and the peculiar needs of the future. James H. Col- 
lins tells of the Bell system’s garden for growing future managers. 








AND IN ADDITION .. . Special financial news, digests, and interpretations of court 
and commission decisions, general news happenings, reviews, Washington gossip, and other features of 
interest to public utility regulators, companies, executives, financial experts, employees, investors, and 





others. 
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The National Capital Area has our country’s largest concen- 
tration of government research laboratories, technical libraries 
and scientific foundations. Here, too, are scores of key firms— 
large and small—making invaluable contributions to space-age 
research, development and production. 


Most of these firms need flexible and dependable fuel for 
their critical operations—and find it in the area’s natural gas 


supply. 


This community offers ideal locations for organizations or 
companies engaged in technical or scientific activity. Proxim- 
ity to the many specialized agencies and professional personnel, 
transportation facilities that mark the crossroads of the world, 
utility service geared to the area’s rapid and continuous ex- 
pansion—these are some of the reasons. The Washington Gas 
Light Company will welcome inquiries. 


WASHINGTON bAS LIGHT COMPANY 
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“There never was in the world two opinions alike.” 
—MonTAIGNE 









Maurice H. Stans “Government at all levels must cease trying to be 
Director, Bureau of the Budget. | supermarts for every imaginable public service, and in- 
stead concentrate on essentials.” 






Sd 





ADLAI STEVENSON “We Americans have a penchant for believing that 
Former governor of Illinois. sufficient inputs of energy and dollars can solve any 
problem. We rush in where angels fear to tread and 
frequently we profit, but sometimes we learn why 
the angels, in their greater wisdom, have not joined 

us and preferred to stay aloft.” 











* 
FREDERICK H. MUELLER “We firmly believe that it is not the wise course or 
Secretary of Commerce. the rightful purpose of the federal government to com- 






pete with private enterprise, harass private enterprise, 
and to drain from the bloodstream of the economy the 
savings urgently needed for investment in private pro- 
duction, private jobs, and private growth.” 









¥ 






EDITORIAL STATEMENT “The great strength of the American economy, mili- 
The Wall Strect Journal. tarily as well as otherwise, is the degree to which it still 
possesses freedom. In the complex interaction of mil- 
lions of individual economic judgments and adjustments 
is the powerhouse that has generated our present living 

standards and the push to future economic growth.” 


¥ 


Lewis HANEY “T for one think that we need some competition 
Columnist. within unions to keep them democratic and representa- 
tive. We need competition among employees to keep 
competition among employers. And we need to pre- 
serve collective bargaining by making it free. Today 
labor monopoly may be the greatest single threat to 

the free enterprise system.” 


















* 
Erwin D. CANHAM “It is quite important that we should define the 
Editor, Christian Science Monitor. purposes of economic growth. Undefined, the whole 


subject takes on a kind of gross, materialistic aspect, 
generally associated with chambers of commercé and 
Madison avenues. We would seem to seek to pour 
more riches into our overflowing cornucopia of abun- 
dance. It is almost indecently greedy.” 


5 
Leon H. KEYSERLING “The one overriding problem in our economic sys- 
Economist. tem today is the lack of a clear national purpose. To 


achieve a statement of our goals and to do so in a 
democratic rather than a totalitarian manner we need 
to take material and spiritual factors and blend them 
into a composite. We cannot isolate any one single 
economic issue, like the one of inflation and growth, 
and expect to solve it apart from the consideration 
of our overall national objectives and values.” 
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A home run every time!!! 


ard-hitting GEM advertisements reach the homeowner at home... where he’s most receptive 
o home improvement suggestions. That’s why the GEM Program is so successful in selling the 
omfort and convenience of gas and gas equipment for the big household jobs. 


EM ads in national consumer magazines like Better Homes and Gardens, New Homes Guide and 


ome Modernizing keep homeowners aware of the 

any advantages offered by modern gas service. That’s 
ow the GEM Program helps them ensure the future 
prosperity of everyone in the Gas Industry! 


Suppliers to the Gas Industry are invited to partici- 
bate in the GEM Program. For details, ask any 
sponsor or write to Gas Equipment Manufacturers 

roup, Room 2925, 60 East 42 Street, New York, N. Y. 
[his advertisement, in recognition of the GEM 
Prozram and its continuing support of the Gas 
ndustry, is contributed by the... 


| MERICAN @& 


INCORPORATED tESTABLISHED 1836) 


These are the GEM 


Spon ° 
American Cast Iron Pipe Co P — 


American Mete M. B. Skin 
Cleveland eliaiag: Co, The Sprague Meter C 
Fish ~ Governor Co. — Meter Division 
onene —emnta 
Muelier oe” Inc. Union Switch pee Signa 
Pj : £0. ivisi 
omen Service Corp, Westinghouse Air Brake Co 
Rockwer) 12s Regulator Co, U.S. Pipe & Foundry Co, 
well Manufacturing Co. Vulcan Rubb 0. 


Vu er Pro 
Division of Reeves a a 
» Inc. 


Suppliers to the Gas Industry for: lroncase, Tinned Steelcase, Aluminumcase and Welded Steelcase Meters 
American-Westcott Orifice Meters « Instruments « Reliance Regulators * Apparatus * Valves 
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Which Pioneer service do you need 
to complement your own staff? 





BESIGN AND CONSULTING ENGINEERING SERVICES 


Pioneer specializes in designing power plants and offers design service for fossil 
fuel, hydro and atomic plants. It will also assist in forecasting load growth, in 
site selection, in purchasing and expediting of equipment and construction 
management. Pioneer’s other services include substation, transmission and 
distribution studies and design. 


SERVICES IN REGULATORY MATTERS 


Pioneer offers its services in all phases of Federal, State and local utility regula- 
tion, including natural gas and electric rate matters, certificate proceedings, 
licensed project accounting requirements, depreciation studies for rate case 
and income tax purposes, cost allocations and special studies. 


CORPORATE SERVICES 
Pioneer offers its services as business and management consultants; stock transfer 
and dividend disbursing agents; financial, accounting and tax consultants. 


Write for Booklet ‘“‘plonEERING NEW HORIZONS IN POWER” 


Serving Electric Utilities and 
Industrial Power Users Since 1902 


Pioneer Service & Engineering Co. 


231 SOUTH LA SALLE STREET ¢ CHICAGO 4, ILLINOIS 
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Meet Bill Rentz 


Checking our ‘tburied treasure’’, 
Bill tests the pressure in our mile-deep 
storage “tank” for natural gas at 
McDonald Island near Stockton, Cali- 
fornia. Capacity: 30 billion cubic feet. 
Daily deliverability will be 400 million 
cubic feet. Using nature’s storage facilities 
cuts operating costs—helps us hold down 
the price of service. 1960 will bring 57,300 
new gas customers...adding to the boom- 
ing demand for natural gas which projects 
like McDonald Island will help us to meet. 


P-G’E: 


Pacific Gas and Electric Company 








BUILDING BIG MEANS MONEY 


The men who make the management decisions of America’s electric utilities know that the 
individual companies and their industry are up against the challenge of the most dramatic need for system 
xpansion and new construction we have ever seen. The population and economic growth projected for thé 
hext decade are the measure of the challenge. 


Building big means money. Where is the money coming from? Competition in capital markets i 
een and growing keener. Regulatory commissions—however conscious of the need for earnings adequate to 
ttract new capital—must, in the nature of the case, stand as a check to rate increases. Earnings must continue 
o be under the pressure of higher wage costs. Where do we look for earnings in our industry that will draw ia 
he capital amounts the next decade will demand? 


We look surely, where we have always looked—to increased efficiency and to technical progres 

n the production and transmission of our product. We count on maintaining the record we have achieved sc 
ccessfully so far in meeting the nation’s power needs at costs so economical that—had other segments off 

ndustry managed as well—we should today have no problem of inflation. : 


The Moloney Electric Company, from the very beginning of the electric utility industry, has 
layed its part in the making and the maintaining of this record. As the leading independent specialist in trans 
prmer production, development and research, Moloney has had a share in every major forward step of tran 
prmer improvement. Moloney continues, in its particular and pinpointed area of excellence, to give assurance 

at Moloney’s resources, facilities, and production capacity will continue to be available to the electric utility 
dustry in the service of a growing nation. call 


Since 1896... MORE POWER 70 YOU 


MOLONEY ELECTRIC COMP AN Y@ 


MANUFACTURERS OF TRANSFORMERS FOR 
UTILITIES e INDUSTRY e ELECTRONIC APPLICATION 


Sales Offices In All Principal Cities 


AT ST. LOUIS 20, MO., AND TORONTO, ONT., CANAD 
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t's changing fast these days. Before long the Gateway to the West should 


ol: like this. Since the war, Greater St. Louis has grown at a rate well in excess 

the national average. But coupled with this burgeoning growth has come 

y new Spirit...a dramatic trend in planned civic development that is rapidly 
hanging the face of the City on the Big River. 

Laclede Gas Company is proud to serve the area of St. Louis ana 

bt. Louis County with natural gas for home, commerce and industry. Laclede 


glad to be a part of the New Spirit of St. Louis. 


Laclede Gas 
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When utilities need financing, 


a call to the Continental can be very 


enlightening. Our resources are more than 
22 billion dollars. And the men in oul 
Utilities Division are well qualified 
to help with the planning— 
financial and otherwise— 


| goes along with growth. 





Member F.D. 1. C 
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Columbia Gas 









serves avery special 


part of America 


The S€ven s 
Colum bia 
one fifth of 


ura]- 
| rie 4 . Nsumed in 
¢ United States. 


tates Where 





THE COLUMB! 


Pennsylvania, West Virginia, Kentucky, a iia dati sical 
, COLUMBIA HYDROCARBON CORP ORAT 


Throughout its service territory—in Ohio, 


120 EAST 41st STREET, NEW YORK 17, 


Virginia, Maryland and southern New 
CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORK 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: T 


York — natural gas continues to be the 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OH! 
2 PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT C0 
preferred fuel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 
20 PUBLIC UTILITIES FORTNIGHTLY—OCTOBER 13, 'MrOzeR 


‘e've got to probe the country 
new gas supplies 


rt of complex search for gas is seismographic ‘ 


ad * 
- . ae EXPLOSION | 
ae 


st, indicating where drilling has chance of ~ ates se Samsiinkotakn: en 


ccess. Even with seismographic and other 
ts, eight out of nine costly exploratory 
pls drilled in unproven acreage are dry holes. 


The search for natural gas is costly, 
risk-filled and time-consuming. It means 
probing the depths of the earth for sources 
of new reserves. 

And the search can never halt. 

Natural gas is America’s fastest grow- 
ing source of energy. Today it accounts 
for approximately 30 per cent of all the 
energy used in this country. 

To meet future needs, vast new supplies 
of natural gas must continue to be dis- 
covered as present reserves are used up. 


Without unremitting exploration, natural 
gas—essential to our economy—could be- 
come unavailable at any price. 

Consumers everywhere have an impor- 
tant stake in assuring that incentives for 
the discovery of new reserves are sufficient 
to provide the future gas supplies on which 
the nation depends. 


El Paso Natural Gas Company is the 
nation’s most active pipeline in the ex- 
ploration for and development of new 
gas supplies. 


=< EL PASO NATURAL GASj| 
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CONTINUING TO SERVE BUSINESS AND INDUSTRY 





Irving seminars 

open the doors 

of Wall Street 
to Utilities 

































At One Wall Street, Irving specialists / 
are ready with new and sound 
approaches—with seminars, for 
example, designed to provide the 
financial insight demanded by 
today’s rapidly growing Utilities. In 
addition to meetings with Irving 
specialists, these seminars offer 
contact with experts from the many 
areas of the Wall Street community. 
It is these experts who actually 
make the Irving seminars possible. 


Here’s a brief list of some of the 





doors Irving opens for Public 
Utility executives during a Seminar 
Week: 











Inside view of rating agencies—explana- 











tion of the functions of the investment 
banker—operations of the stock exchange—the 





broker and dealer and the over-the-counter market—concept 
of regulation—cost-of-capital—and others. - 





So goes a typical week that utility executives from over 100 





Bey. 
companies across the country have found invaluable in familiarizing : 
themselves with the ins and outs of the world’s financial community. oni)? 

of 5 
the in 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $145,000,000 Total Assets over $1,700,000,000 


GeorceE A. Murpny, Chairman of the Board WILLIAM E. PETERSEN, Prestdent 





Public Utilities Deparrment—JOHN F. CHILDs, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE GORPORATION 
PUBLIC UTILITIES FORTNIGHTLY—OCTOBER 13 











Beynd the horizon, stretching across and up half a 


oniinent are today’s and tomorrow’s new highways 





of power—the natural gas pipelines. This is energy on 


the ‘nove. More power for the homes and industry of 





ENERGY 


nm the move: 


America’s fastest growing region. This is the unceasing 
underground movement that every hour of everyday 
matches the westward migration of a nation. We are 


proud to be a part of this dramatic story. 


SCUTHERN CALIFORNIA GAS COMPANY / SOUTHERN COUNTIES GAS COMPANY 


Interconnected for dependable service through Pacific Lighting System 
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PROCEEDING 
1959 CONVENTION 


AT PHILADELPHIA, PENNSYLVANIA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 








Rates of Public Utilities and Transportation Agencies, Valuation, Railroad Problems, 
and Regulation of Public Utilities, Panel Discussion on the subject of "Inflation and 
lts Effect on Utility Regulation of Rates and Utility Financing," Addresses on 
"Legislation Affecting the Federal Regulatory Process" and "The Impact of the Supreme 
Court Decision in the Service Storage and Transfer Case." This volume contains a 
complete transcript of the addresses and committee reports of the 1959 Philadelphia 
meeting. The book is printed and bound in regular beak cover. 


Price $10.00—Approximately 500 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
Class A & B—128 pages 


Accounts for utilities having annual water operating revenues of $250,000 or more $4.50 


Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 


NINE oe eGo Bas iy (gare cw sia ii lara,. -auisisus pws Sctandw sae arco ; 3.50 
Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 |. 2.00 


1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 


Accounts for utilities having annual electric operating revenues of $1,000,000 or more 4.50 


Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 


Seat URNS RB TIREIOOIIOD hiss cbse o vice cwewsiengs “ee ee eens : Lean ai eating. 2) . 3.50 
Class D—59 pages 
Accounts for utilities having annual electric operating revenues of less than $150,000 .. 2.00 


1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 


Accounts for utilities having annual gas operating revenues of $1,000,000 or more .... 4.50 


Class C—130 pages 


Accounts for utilities having annual gas operating revenues of $150,000 or more but 


RBS eatery ey Oe tan tra er en 3.50 
Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .... 2.00 
1958—Regulations Governing the Preservation of Records of Electric, 
ees ES UT NII 8 55 ooo Sooo a ew So Sd sw SKS SIE och G's 0 Sw Sd ese 1.00 
Telephone Separations Manual (Revised October, 1957) ..................0.0005. 2.00 


Local Service Telephone Rates (Revised 1957) 
This includes the rates for all exchanges of the Bell System Companies, the rates in exchanges 
servicing cities of 50,000 population or more (both Bell and Independent), and a tabulation 
of exchanges which had a ten cent coin telephone rate as of June 30, 1957. (with set of 


Sapa NIE OE I esses es oi was Gis og wis Sale eR SSESS) GeO OL Sa clo-05-05 Hew bs oss 2.00 
Local Service Telephone Rates—Set of 75 revised pages only for 1958............ 1.25 
Depreciation: 

1943—1944 Reports of the Committee on Depreciation. A comprehensive and complete 

analysis of the problems of depreciation on public utility regulation ............ 4.50 

1946—Methods of Pricing Retirements from Group Property Accounts ............... 1.25 

1948—Half Cycle Methods of Estimating Service Life ............... 0.00. c cece ec eeee 1.00 

1948—Letter Symbols for Mathematics of Depreciation ...............cccceecceececee 1.00 

1959—Repert of Committee on Depreciation ................ccececeececcccuceceuces 15 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 Washington 4, D. C. 
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{ Population in the area 
served by New Jersey 
atural Gas Compan 
has increased 36% in 
the past seven years, 
double that of the na- 
tional average. 
4 This residential boom, 
tccompanied by compa- 
table industrial and 
commercial expansion, 
has led to New Jersey 
Natural’s extraordinary 
growth of 118% in 
revenues and 216% in 
earnings per share since 
1953. 

























“EARNINGS 
PER SHARE 


12 mos. ended 


Aug. 31, 1953 
$.48 


12 mos. ended 


Aug. 31, 1960 
$1.52 


* Adjusted for 2-for-1 Stock Split 


REVENUES 
12 mos. ended 


Aug. 31, 1953 
$8,146,819 

12 mos. ended 1 Aug. 31, 1953 Aug. 31, 1960 
Aug. 31, 1960 
$17,758,180 


*POPULATION 
Ans 8, OER Serving the fastest growing areas 
443,169 rit in one of the fastest growing 
Aug. 31, 1960 ett states in the country. 


602,845 


* Estimated 





NEW JERSEY 
NATURAL GAS COMPAN 
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A product of Chrysler Corpord 
Toughest trucks Dodge has ever built. With tight-fisted Cummins diesels 
or nickel-pinching Dodge V-8 gasoline engines. Real misers with fuel. And 
built to give you the biggest payloads in the business. In cab forward 
models like this one, 28” from bumper to front axle and 8934” BBC, allows 
35-ft. trailer in 45-ft. over-all length, 40-ft. trailer in 50-ft. over-all length. 
Exclusive swing-out fenders and 90-degree-opening hood permit ‘‘walk- 
in’’ maintenance and engine servicing. '61 Dodge trucks are rated from 
4300 Ibs. GVW to 76,800 Ibs. GCW. Priced to compete with any truck 
coming or going. Toughen up your fleet. See your Dodge dealer now! 
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HAND-IN-HAND 


ee. 
ag! and EASTERN PENNSYLVANIA are partners in progress. As this thriving industrial- 


ricultural area grows, so UGI grows... continually investing in new plant, service and 
tribution facilities to keep pace with the increasing demands for GAS. In Eastern Penn- 
wvania GAS is the big help in progress of present industries . . . a vital “‘lifeline’”’ for homes 
m.2 powerful incentive in attracting new industries and people to the area. UGI takes 
. ede in furnishing this clean, dependable, safe fuel and first class gas service to growing 


ysler Corpord 


‘Bstern Pennsylvania. We foresee a bright, progressive future for the communities we serve 
h GAS... Eastern Pennsylvania’s outstanding fuel value. 


THE UNITED GAS IMPROVEMENT COMPANY 





WESTINGHOUS! 
POWERCASTIN| 


initiates 3 broad EKV transmission p 








Westinghouse Powercasting is now extending massive 
investigations of the last 13 years. The intent? To pro- 
vide electric utilities a high order of long-range plan- 
ning. To help anticipate problems, make the right 
decisions, at the right time. To hold capital investment 
costs down. 


1. New Westinghouse test line probes secrets of radio 
influence and corona loss at higher voltages 
A third intensive Westinghouse study of R.I. and 
corona is now underway. 

At Trafford, Pennsylvania, Westinghouse is building 
a special line to study fundamentals of corona forma- 
tion, generation and control of R.I. and the develop- 
ment of new measurement techniques. The knowledge 
gained from this test line will be applied in a new 
large-scale test program. 

These studies will permit the design of EHV lines 
above 500 kv when POWERCASTING indicates 


their need. 
2. The lighting surge problem...Westinghouse Prestrike Theory 
From intensive studies of the lightning stroke mech- 


rogram 


anism, Westinghouse has evolved the new and revol 
tionary Prestrike Theory. According to this theorj 
the tip of the lightning leader contains a large charg 
which is rapidly injected into the transmission towe 
The result is a high-magnitude, short-duration curre 
—prestrike current—producing very high vo'tag@™e 
across the insulator string. The prestrike current wi 
account for the higher-than-predicted outages on ce 
tain designs of EHV lines. 
To determine the existence of the prestrike . . 


Westinghouse developed unique current-time measuring 
instrument, the Kine-Klydonograph 


The KINE-KLYDONOGRAPH is one of the ma 
unique instruments developed by Westinghouse @ 
probe the secrets of lightning. It is capable of accural 
measurement of the current wave shape of a natu 
lightning stroke over a wide time range—0.05 to 
microseconds. The records from these instrumenis 
verify if the prestrike does exist. 

The Kine-Klydonograph is mounted atop the ira 
mission tower. Since June of 1959, 20 such instrumen 





«- been installed on a 345-kv line, and an additional 
instruments are being installed this year. 
stinghouse is currently focusing attention on 
« critical characteristics of lightning. These investi- 
ins will lead to more realistic line and equipment 
n and to more reliable EHV transmission. 


. V’estinghouse—AEP, in two-year field test program, to 
*. extensive study of switching surge problem 


y 1960 will see initiation of the first comprehensive 
‘'y of switching surges ever undertaken on an 
‘rican utility system. Results of this survey will 
‘ficantly influence the design of future higher volt- 
systems. The paramount insulation coordination 

‘olem for substation equipment is protection against 
bwi'ching surges rather than lightning. 

‘Vestinghouse and American Electric Power are 
ooperating in this study to measure system voltages 
and currents under a variety of transient conditions— 
ine dropping, line energizations, magnetizing current 
nterruption and de-energization, etc. Measurements 
will be made on 345-kv and 138-kv circuits. Total 
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activity will involve more than 40 major field tests. 

Two areas into which these test results will flow 
are transformer and switchgear design. Wave shape 
and frequency of surges are required to determine 
switching surge strength and BIL. Very little field 
data is available on switching surges which transform- 
ers may encounter. Most information on magnitude 
and frequency of surges has been determined by analog 
computer studies. Ideally, computer studies based on 
field test data promise the most realistic results. 

New tools and new techniques have thus been made 
available to Westinghouse POWERCASTING ...a 
program to unearth new knowledge. In the carefully 
balanced study program, Westinghouse will reduce 
present problems to a fuller understanding of switching 
surges . . . leading to system design ideas that will 
lower utilities’ EHV transmission investment. 

You can be sure .. . if it’s Westinghouse. 


*A Service-Mark of Westinghouse 


Westinghouse 











Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 








THE ANALYSTS JOURNAL 
82 Beaver Street, Room 1512-14 
New York 5, N. Y. 


Gentlemen: 


O Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


0 Please send me your advertising brochure. 








SET YOUR SITE FOR THE FUTURE 
On Industrial Long Island! 





Growing Long wuecy is now growing ‘ndiactntal —_ Taine. . and it’s 
plant site perfect. Just look at the facts and you'll see why every day more 
and more industries are locating on the Island. Facts like the huge and still 
growing pool of skilled and unskilled “stay-put’’ manpower; the easy ac- 
cessibility to the Port of New York and the markets of the world; the 
friendly reception to industry that has led to the development of specially 
designed Industrial Parks all over the Island. A major contributor to this 
“Welcome Industry”’ attitude—and to the bright industrial future on Long 
Island—is the Long Island Lighting Company. LILCO’s vast network of 
power lines and gas mains blankets the Island, supplying plentiful low-cost 
power for all industry uses. Geared for growth, LILCO is constantly ex- 
panding .. . ready to help you profit by power now and in the future! For 
information about choice Nassau and Suffolk County 

plant sites, write: Industrial Development Division, 

Be Sales Dept.,250 Old Country Road, Mineola, L.I., N.Y. 


LONG ISLAND LIGHTING COMPANY 


An Investor-Owned, Business-Managed Company 









“We were 
taking the plan 


for granted” 
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vill rr — . 
& 7 
beg | 3 , “You know, Ed, it’s so easy to take these things for giant 
ite I knew we’d put in the Payroll Savings Plan a lon: ti 
Te j 5 P y “56 
i ago. So I just assumed we had a good, sizable number of { 
roe | employees who were buying U.S. Savings Bonds regulay 
hose “ce : 
ue : j Well, last week our chairman asked me for the ex 
ned i figures. When I checked up I found we had less tha 
3! } i third of our people making regular use of the Plan. 
itis } needed to have someone explain—in person—the com 
oes | ience and soundness of this fine thrift program. 
sv ‘ H Pp 5 
fi +H “T contacted our State Savings Bonds Director ri 
isp i 8 away. With his quick, friendly help we set up a thoro 
ich ‘ q ) P 
aes | canvass of everybody on the staff. We found that many 
ark our company family were just waiting to have someone 
“AS them how simple it is to share in this sound, systema 
*, e P . . : 
thrift plan. Then the polite suggestion, ‘And why not st 


now?’ really did the work. Today we have a participat 
we're proud of, and we’re taking’ steps to increase it s 
more, every payday.” 

Experience of leading companies shows that spreadi 
Payroll Savings information through the organization, | 
son-to-person, results in quick increases in participatif 
And that brings such welcome benefits as lower emplo 
turnover, better safety records and the keen satisfaction 
helping your people to contribute to our Nations Pej 
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ALL U.S. SAVINGS BONDS—OLD OR NEW—EARN %2% MORE 
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THE U. S. GOVERNMENT DOES NOT PAY FOR THIS ADVERTISEMENT. THE TREASURY DEPARTMENT THANKS, FOR THEIR PATRIOTISM, THE ADVERTISING COUNCIL AND THE DOHIR 
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CHECK THESE DATES: 


Oct. 13-14—American Association of Ad- 
vertising Agencies, Central Region, will 
hold annual meeting, Chicago, Ill. 


Oct. 13-15—American Hotel Association will 
hold annual meeting, San Juan, Puerto 
Rico. 


Oct. 16-19—American Association of Ad- 
vertising Agencies, Western Region, will 
hold annual meeting, Coronado, Cal. 


Oct. 16-19—American Water Works Asso- 
ciation, Southwest Section, will hold an- 
nual meeting, Galveston, Tex. 


Oct. 17-21—National Metal Exposition will 
be held, Philadelphia, Pa. 


Oct. 17-21—National Safety Council will 
hold annual meeting, Chicago, Ill. 


Oct. 18-21—American Dietetic Association 
will hold annual meeting, Cleveland, 
Ohio. 


Oct. 18-21—National Association of Educa- 
tional Broadcasters will hold annual con- 
vention, San Francisco, Cal. 


Oct. 19-20—National Association of Cor- 
rosion Engineers will hold north-central 
regional conference, Milwaukee, Wis. 


Oct. 19-21—American Public Power Asso- 
ciation—Tennessee Valley Public Power 
Association will hold joint accounting and 
finance workshop, Huntsville, Ala. 


Oct. 19-21—American Water Works Asso- 
ciation, Chesapeake Section, will hold an- 
nual meeting, Washington, D. C. 


Oct. 20-21—Electric Council of New Eng- 
land will hold annual conference, Boston, 
Mass. 


Oct. 20-21—Southeastern Electric Exchange, 
.Engineering and Operation Section, will 
hold meeting, Washington, D. C. 


Oct. 20-22—Electric Companies Public In- 
formation Program wili hold national 
youth conference on the atom, Chicago, 
il. 


Oct. 20-23—Refrigeration Service Engineers 
Society will hold annual convention, Port- 
land, Ore. 


Oct. 21—New England Gas Association, 
commercial and industrial groups, will 
hold meeting, Lynnfield, Mass. 


Oct. 22-26—Controllers Institute of Amer- 
ica will hold annual national conference, 
San Francisco, Cal. 


Oct. 23-25—Independent Petroleum Asso- 
ciation of America will hold annual meet- 
ing, Dallas, Tex. 


Oct, 24-25—South Carolina Telephone As- 
sociation will hold annual convention, 
Clemson, S. C. 


Oct. 24-27—American Water Works Asso- 
ciation, Rocky Mountain Section, will hold 
annual meeting, Colorado Springs, Colo. 


Oct. 24-29—American Gas Association will 
hold kitchen planning seminar, Lansing, 
Mich, 


Oct. 25-26—American Gas Association— 
New England Gas Association will hold 
safety course, Boston, Mass. 


Oct. 25-28—American Standards Associa- 
tion will hold national conference on 
standards, New York, N. Y. 


Oct. 25-28—National Association of Cor- 
rosion Engineers will hold south-central 
regional conference, Tulsa, Okla. 


Oct. 26-27—Annual Computer Applications 
Symposium will be held, Chicago, Ill. 


Oct. 26-29 — Rocky Mountain Electrical 
League will hold annual meeting, Colo- 
rado Springs, Colo. 


Oct. 27-28—Virginia Telephone Associa- 
tion will hold annual convention, Roa- 
noke, Va. 


Oct. 28-Nov, 2—Air-Conditioning and Re- 
frigeration Wholesalers will hold con- 
vention, aboard S. S. Hanseatic; sails 
from Ft. Everglades, Fla. 




























Preparing for Underground Gas Storage 
The 50-inch reamer is largest ever known to be used for drilling of a salt 
dome for storage of propane gas. Well will be drilled to 3,600 
feet, leached, and then will hold up to 2 million barrels 
Oo] propane. 
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Gas Industry 


Forges Keys to Competition 


By WISTER H. LIGON* 


President, American Gas Association 


Increased sales and added revenues are the rewards that aggressive gas com- 

panies will win in the next decade by climbing aboard the big advertising 

and promotion push sparked by the American Gas Association on behalf of 

the gas utility industry. As new uses for gas are developed they must be 

sold intensively. Residential load will rise only where a total selling effort is 

made. Only that kind of effort will produce topnotch results in this highly 
competitive energy age. 


NYONE who singles out programs or 
activities and indicates, by sugges- 
tion or bold claim, that these are 

the keys to an industry’s future, risks his 
reputation as a prophet. 

I accept that risk, for current and antici- 
pated competitive situations in the energy 
field make it clear to me that accelerated 
appliance improvement and more aggres- 
sive sales promotion are keys absolutely 


.*Also president, Nashville Gas Company. For ad- 
ditional personal note, see “Pages with the Editors.” 


vital to continued gas industry growth. 
Only by stepping up the pace of these ac- 
tivities can the industry protect and expand 
its markets. 


Fe more than a year, the nation’s top 
financial and industrial leaders have 
hailed the sixties as the most competitive 
decade in American history. Nowhere 
will this competition be keener than in the 
energy branch of the public utility business. 


Although gas and electric companies 
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operate in a franchised and closely regu- 
lated industry, they are by no means im- 
mune to competition. These utilities are, 
in fact, competing at fever pitch in a race 
to determine which will get the lion’s share 
of tomorrow’s energy market. And, to 
make it a four-cornered affair, the oil and 
coal industries also are in the running. 


i ews is not mortal combat in the sense 
that the winner will take all and the 
losers will immediately retire from the 
field to succumb from their wounds. An- 
ticipated consumer demands for all forms 
of energy will be much too great to permit 
this; there will be plenty of business for 
all. 
It does seem certain, however, that the 
losers in this race will emerge with less 
strength, with lower rates of growth, and 
with much less appeal to the financial com- 
munity. 

The gas industry’s recognition of ap- 
pliance improvement and aggressive sell- 
ing as major growth-building factors is 
far from new. Since the early days of 
World War II, when the American Gas 
Association’s Post-War Planning Com- 
mittee was organized, the industry has 
steadily expanded its efforts in these two 
areas. 

AGA’s original Research and Promo- 
tional Plan, introduced in 1944 as an out- 
growth of Post-War Planning Committee 
recommendations, included co-operative 
activities in national advertising and do- 
mestic gas utilization research, as well as 
in gas production research. This program 
soon became the Promotion, Advertising, 
and Research Program (PAR Plan), un- 
der which gas now is advertised and pro- 
moted nationally on a $5.5 million annual 
scale. 
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a eae of the continuing need for 

greater product development and sales 
promotional effort is pointed up in a re- 
cent AGA analysis of the market potential 
for gas appliances. 


The association’s market analysts esti- 
mate that gas utilities and appliance deal- 
ers can sell from 51 million to 57.5 million 
gas appliances during the five-year period 
1960-64. 

The major difference between the two 
figures lies in the levels of product im- 
provement and promotional activity, the 
higher figure representing the number of 
units which can be sold if higher produc- 
tion is accompanied by accelerated tech- 
nical development and more vigorous 
selling. Both figures compare with gas 
appliance sales totaling approximately 
42.5 million units in the years 1955-59. 


Appliance Sales Give a Lift to Growth 


_ utilities are primarily concerned 

with selling energy, their futures are 
closely tied to levels of appliance sales in 
the communities they serve. Gas, for ex- 
ample, renders no service to the consumer 
and returns no revenue to the utility com- 
pany unless and until the fuel is consumed 
in appliances or equipment. Since utility 
revenues rise as gas consumption in- 
creases, more appliances in service obvi- 
ously require more gas. 

And although it is unlikely that a utility 
will grow unless appliance sales in its 
service area remain high, it is possible to 
have high levels of appliance sales without 
such sales contributing to utility growth. 


If the majority of the gas appliances 
marketed in 1960 were to replace gas 
equipment in the homes of present gas 
utility customers, their sale would indicate 
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only that gas was holding its own against 
the competition. 

If, on the other hand, a large proportion 
of this year’s appliance sales were to re- 
flect installations in new homes, or the 
replacement of competitive equipment in 
homes not previously served by gas, the 
utility’s opportunities for customer growth 
and higher revenues would be greatly en- 
hanced. 


Gas Now Preferred Heating Fuel 

(;* has, in recent years, become the 

preferred heating fuel in eight out 
of ten new homes in the United States, 
and house heating represents one of the 
fields in which gas has gained its greatest 
strength. 

The number of gas heating customers 
has more than doubled in ten years, show- 
ing the impact of the vigorous selling of 
improved heating equipment, as well as 
the more aggressive promotion of gas by 
some 350 companies which converted 
their distribution systems to natural gas 
service during the fifties. 


GROWTH OF GAS HEATING—1950-59 


Total 
Residential 
Gas Heating Gas 
Customers* Customers* 


8.7 Million 22.1 Million 
; 23.0 
23.9 


Gas 
Heating 
Saturation 


1959 


*Average for year. 
Source, American Gas Association. 


AGA records also indicate gas is steadi- 
ly increasing its lead over its closest com- 
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petitor—oil—in terms of new central 
heating system installations. New gas in- 
stallations in 1959 outnumbered oil in- 
stallations 2.1 to 1, an improvement over 
1955, when gas led 1.4 to 1, and 1950, 
when gas held a 1.2-to-1 edge. 

The gas industry now seeks to lengthen 
its lead still more by stepping up the pace 
in gas heat promotion. During the fourth 
quarter of 1960, at least 18 gas heat ad- 
vertisements will appear in top-ranking 
national consumer and builder magazines. 
In addition, the gas heat story will be told 
before some 45 million television viewers. 

All told, there will be more national ad- 
vertising on behalf of gas heat in the next 


three months than in the entire years of 
1958 and 1959 combined. 


Big Gains Predicted for Gas 
a industry forecasters predict dy- 


namic growth for the industry dur- 
ing the next ten years. They anticipate a 
40 per cent increase in total customers, 
from today’s 32,250,000 to 43 million by 
1970. They also estimate that annual sales 
of gas will nearly double, rising from 88 
billion therms to almost 160 billion 
therms. 


While we are excited about these poten- 
tials, we also are realistic enough to recog- 
nize that forecasts merely suggest what 
tomorrow can be. The pressure is on the 
gas industry to build upon the firm 
foundations established in the past several 
years—and it must be done now! The in- 
dustry will have to move forward at full 
speed or risk being left behind by com- 
petitors whose pace might be swifter. 

In this process of looking ahead, every 
prediction the gas industry makes, and 
every goal it sets, is contingent upon one 
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overriding consideration—the continued 
and increased acceptance of gas by the 
consumer. We have no greater responsi- 
bility than to keep the public aware of the 
indispensable place of gas in home, com- 
merce, and industry. We must tell the 
people—tell them about our new products, 
tell them over and over again, and tell 
them in ever-increasing numbers, of the 
compelling advantages of gas. 

The pace of competition has shifted 
into a new and higher gear in the past 
twelve months. Fortunately, the gas in- 
dustry has the means to meet this com- 
petition. We are meeting the competition 
—with AGA’s Promotion, Advertising, 
and Research Program. 


Advertising Playing Vital Réle 

HROUGH PAR’s national advertising 

and television programs, the indus- 
try has developed a strong and dynamic 
voice to the consumer. There is an in- 
creasing awareness, among the leadership 
of the industry, of the mounting im- 
portance of this national advertising on 
behalf of gas. 

It also is encouraging to note the ex- 
tent to which gas utilities are using AGA’s 
national advertising, building upon its 
themes, and merchandising this advertis- 
ing in their own campaigns. With each 
passing month, the public is being exposed 
to an ever-increasing tide of gas advertis- 
ing and commercials. 

The cornerstone of this new era of gas 
promotion was set in place four years ago 
with the establishment of the National 
Gas Industry Television Program, under 
which AGA began sponsoring “Playhouse 
90.” 


As a program, “Playhouse 90” served 
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the industry well. But when it was an- 
nounced last spring that the show would 
not be regularly scheduled this season, it 
was decided to follow a different ap- 
proach. 

The gas industry entered the new tele- 
vision season September 19th with a 
new program—the “Barbara Stanwyck 
Show,” presented Monday nights by 
NBC-TV under AGA sponsorship. Each 
utility now has a show of its own, to be 
shared with one rather than five co- 
sponsors. 


Expanding Gas Promotion Program 

——- gas industry answer to the 

competitive challenge is an expand- 
ing program in gas promotion, conducted 
by AGA and supported by gas utilities 
and manufacturers. 

The largest promotional activity ever 
undertaken by the industry is the Gold 
Star Award program, which got off to a 
flying start in 1959. This bold program 
represents a sharp departure from gas in- 
dustry tradition. While we have tended 
to be somewhat price-conscious in the 
past, we now are merchandising quality 
rather than price. We are concentrating 
our most intensive sales effort on top-of- 
the-line gas ranges built to the highest 
design and performance standards ever 
set for any cooking appliance. 

Stimulated by this ambitious industry- 
wide drive, sales of quality gas ranges in 
1959 increased by some 211,000 units. 
The success of the Gold Star program is 
serving as a strong incentive in accelerat- 
ing gas industry efforts to win a larger 
share of the quality appliance market. 
This effective new program soon will be 
extended to automatic gas hot water heat- 
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ers and, eventually, to all other major gas 
appliances. 

Another new star of increasing impor- 
tance to the industry is the Blue Star, 
which identifies not only AGA-approved 
appliances but the most modern gas- 
equipped homes now being constructed 
and energetically promoted by the na- 
tion’s leading home builders in co-op- 
eration with nearly 100 gas utility com- 
panies, 

These national programs demonstrate 
the gas industry’s effective use of the 
“total selling package,” a powerful sales 
tool which came into being with the in- 
troduction of the Gold Star program. 


wr this total selling package, the 
industry brings the combined force 
of its newest advertising and promotional 
techniques to bear in building greater sales 
for gas and gas appliances. Now we are 
well-equipped to “pull out all the stops” 
—from consumer magazine ads and net- 
work TV commercials to billboards and 
point-of-purchase displays—in a vigorous 
drive to win new gas customers and retain 
those now served. 
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The gas industry also has speeded up 
the tempo of commercial and industrial 
advertising and sales promotion, reaching 
out to win even more customers in these 
markets which now use two-thirds of the 
gas we sell. 

We shall continue to broaden our ac- 
tivities in these two important fields, not 
only through magazine and direct mail 
advertising but through expansion of the 
group-selling technique, as demonstrated 
in AGA-sponsored symposiums in the 
textile, glass, and heat-treating industries 
and our work with trade associations in 
the commercial area. 

It is important to remember, however, 
that selling techniques and tools, like gas 
equipment, must be constantly reappraised 
and upgraded. They must always be in 
tune with the times—or one jump ahead 
—for when they are needed to meet new 
competitive challenges, they are needed 
fast! 


Research and Development Stressed 


"= as sales promotion is and will 
continue to be in developing a big- 
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ger and stronger gas industry, it is funda- 
mental that tomorrow’s consumers will 
demand products and services in tune with 
their times. 

These must be conceived and devel- 
oped through gas industry research. 

A growing body of evidence in recent 
years has made it clear that an expanded 
and accelerated research and development 
program is essential to continued gas in- 
dustry health and prosperity. 

Recognizing this need, the American 
Gas Association retained Battelle Memo- 
rial Institute to study the whole field of 
gas research, and to develop recommenda- 
tions for the industry’s guidance. 

Battelle’s scientists found that the in- 
dustry in 1959 was investing less than $5 
million a year in research, a sum totally 
inadequate. They urged that total research 
spending be tripled as soon as possible, 
preferably within five years. 

AGA responded by increasing its 1960 
PAR research budget by about 40 per 
cent. The association this year is spend- 
ing nearly $2.5 million for co-operative 
research under the PAR Plan. By 1965, 
AGA hopes to be channeling about $6 
million a year into research, as recom- 
mended by Battelle. 


I“ addition to increasing its own re- 
search outlays, AGA is encouraging 
gas appliance manufacturers and indi- 
vidual gas companies to raise their re- 
search and development spending to levels 
urged by Battelle. 

These are big figures, particularly in 
view of what the industry has been spend- 
ing for research in the past. But they are 
not merely goals it would be nice to 
reach; they are goals which independent 
research experts say the gas industry will 
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have to reach to keep pace with the com- 
petition. 

It must be emphasized that there are 
many excellent research and development 
programs being conducted by a number 
of gas appliance and equipment manufac- 
turers and gas companies. They present 
dramatic evidence of faith in the future 
of gas. These vitally important activities 
give the industry tremendous strength, 
and it is hoped these programs will be- 
come even stronger and more numerous. 


Gas Will Meet Tomorrow’s Challenges 


E are confident that the gas industry, 
WF snenaae by AGA and other gas 
trade associations, will meet the technical 
challenge of the sixties. We will, in the 
next ten years, see more and more re- 
search and product development in every 
branch of the industry, more new and 
exciting equipment with which to capture 
the imagination of the consumer, and 
more exploration of the unknown or little- 
known areas of energy utilization which 
can open totally new markets for our 
products. 

But beyond these current and pro- 
jected programs in product improvement 
and sales promotion, what else- can be 
done to strengthen the gas industry posi- 
tion in the energy race? 

Let us make sure that our selling of gas 
does not end with advertising and promo- 
tion. Changing markets call for changing 
techniques, and today’s market calls for 
a return to merchandising by the gas 
utilities. 

Let me stress that utility merchandis- 
ing is not and cannot be a substitute for 
a strong dealer program. In the retailing 
of appliances to the consumer, however, 
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only the gas utility today has the incen- 
tive to sell gas. Only the gas utility will 
put the emphasis on the “top-of-the-line.” 

Utility merchandising is our one as- 
surance of making the sale at the point of 
sale. A total selling effort such as this— 
in promotion, in advertising, and in re- 
tailing—holds the key to the full potential 
of our residential load. 

And, as others have said, we must 
convince every gas producer, utility, pipe- 
line company, and manufacturer that the 
industry’s problems are their problems 
also, that we are a national group of com- 
panies with a common purpose—and that 
purpose is to sell gas. 


— on every hand indicates that 
we have moved into the sixties with 
more technical and promotional strength 
than we have ever possessed. But it should 
be obvious to all that the industry’s in- 
triguing prospects are not going to ma- 
terialize just because we wish for them. 
A place in the sun must be earned, in this 
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or any other decade. The future can be 
as magnificent and rewarding as our abili- 
ties, resourcefulness, and determination 
warrant—that much and no more! 


N other words, manna is not expected 

to fall from the heavens in the years 
ahead. Competition being what it is and 
promises to be, the rich fruits of the 
sixties will fall only to those who shake 
the tree the hardest. They will fall to the 
utility or fuel supplier making the great- 
est sales effort with the best product and 
the most superior service. 

Gas industry leaders are certain that the 
accelerated tempo of product improve- 
ment and sales promotion will not only 
continue but increase, for all signs point 
to the new determination of the gas in- 
dustry to win the race. 

The keys to competition have been 
forged, and with them now in hand the 
gas industry will unlock the exciting 
potentials already visible in history’s most 
competitive decade. 





IT THROUGH the dust of the fighting over the Republican platform, there 

dimly appears one issue which may yet be sharply drawn in the .. . cam- 
paign. It is the fundamental issue of the rdle of the federal government in 
the nation's economic affairs and the attitude of the government toward its 


own fiscal affairs... . 


"Take the matter of economic growth. The Democrats say the government 
must ‘create’ the new abundance, that the economy ‘must grow at an average 
rate of 5 per cent’ come what may, and that the government itself must act 
‘to achieve this goal.’ The platform on which Senator Kennedy stands puts 
growth and absolute full employment as the ‘paramount’ objective of govern- 
ment policy to which all else is subordinated. 

“The Republicans flatly ‘reject the concept of artificial growth forced by 
massive new federal spending and loose money policies.’ They are bold enough 
to assert that ‘the only effective way to accelerate economic growth is to 
increase the traditional strengths of our free economy—initiative and invest- 


ment, productivity and efficiency. 


—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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The Impact of Cost Allocations upon 
Future of the Natural Gas Industry 


By HANS E. NISSEL* 


Since World War Il the expansion of the gas industry has been so explosive 
that it may have blinded some people to the fact that the favorable com- 
petitive conditions which have helped in this achievement are disappearing. 
A sound and economic development in the years to come will require careful 
and prudent planning on the part of the industry and judicious appraisal by 
the Federal Power Commission. The industry may easily get hurt by uneco- 
nomic expansions into new markets and into new types of service. This is 
particularly true of low load factor peak and winter services if such services 
are rendered at noncompensatory rates. Here is a review of the major issues 
in connection with cost allocations presented in recent rate and certificate 
cases with their economic repercussions. 


ISTORY is replete with examples of 
large capital losses and bankrupt- 
cies in the utility and railroad in- 

dustry resulting from management’s fail- 
ure to foresee the economic interplay of 
complementary and competing projects 
and to assess properly the uneconomic na- 
ture of certain promotional activities. The 





*Public utility consultant, Old Greenwich, Con- 
necticut. For additional personal note, see “Pages 
with the Editors.” 
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natural gas industry can avoid this risk 
only if all members of the family, com- 
prising producers, transmission and dis- 
tribution, work closely together, and keep 
the future of the entire industry in mind, 
instead of attempting to gain a temporary 
advantage for a particular company or 
segment of the industry. 

The Federal Power Commission, on 
the other hand, because of its comprehen- 
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sive jurisdiction under the Natural Gas 
Act, cannot escape responsibility, should 
the capital investment for which a certifi- 
cate is granted prove uneconomic. There- 
fore, the commission is called upon to be 
more judicious in issuing certificates for 
new services and for the construction of 
new facilities, but less dogmatic and in- 
flexible in its rate-making policy once the 
authorized facilities are in operation. 


yu this is not the place for a de- 
tailed discussion of natural resources 
policies, it is suggested that in evaluating 
the desirability of extending natural gas 
service into new areas the proper utiliza- 
tion of such resources (fuel, steel, man 
power) should be considered. For eco- 
nomic reasons the energy resources of 
some areas might properly exclude nat- 
ural gas, while others might exclude coal 
and, for stationary use, oil. The Federal 
Power Commission has recognized this 
fact in its Opinion No. 331 in the Mid- 
western Docket No. G-18313 et al. (31 
PUR3d 37) where it adopted the follow- 
ing language of the staff’s brief: 


Finally, there are certain areas of 
this country which are situated in un- 
fortunate geographical locations in re- 
lation to the availability of natural gas. 
It is no fault of these areas that they 
happen to be victims of geography. On 
the other hand, the existing customers 
can hardly be required to pay excessive 
costs just to make certain that the areas 
which are located a great distance from 
the source of supply may have the bene- 
fits of natural gas service. The hard 
realities of such circumstances are that 
those areas must be willing to pay the 
costs associated with obtaining natural 
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gas service or be satisfied with other 
fuels which may be less desirable but 
which may be more economical to pur- 
chase than natural gas, (Page 25.) 


7 attempting to give a com- 
plete history of the natural gas in- 
dustry, the following facts must be re- 
called. Because of the favorable price 
differential with respect to competing 
fuels—and one should not forget that 
gas faces more competition than any other 
public utility service—the clamor for nat- 
ural gas service was unprecedented during 
the postwar years. This favorable rela- 
tionship resulted from the fact that coal 
and oil prices soared during the war, 
while natural gas rates remained stable. 
The natural gas rates in effect at the 
time were relatively low because ample 
gas supplies could be purchased in the 
Southwest at advantageous prices and 
transmitted to market at low cost result- 
ing from inexpensive pipeline construc- 
tion and high load factor operation. Such 
economic operation was guaranteed by the 
conditions of the rate schedules obligat- 
ing purchasers to maintain a high load 
factor by the use of peak shaving facili- 
ties, by the development of underground 
storage fields, and by off-peak and inter- 
ruptible sales for boiler fuel and indus- 
trial processes. 


Ebi the situation has radically 

changed. The margin between the 
price of natural gas and competitive fuels 
at the point of use has narrowed con- 
siderably and in many cases disappeared. 
The reasons for this change are the sub- 
stantial increase of the field prices of gas 
and higher transmission cost per Mcf 
caused by rising construction cost, operat- 
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ing expenses, and taxes. This situation is 
aggravated by the desire of some distribu- 
tion companies to purchase gas at low 
load factor so as to supply their growing 
space-heating load without using peak 
shaving facilities or balancing it by indus- 
trial off-peak sales. Since transmission 
facilities operating at such low load fac- 
tor are idle most of the year, the economic 
impact can be very serious. 

Some pipeline companies have acceded 
to this request by offering low load factor 
peak or winter service at a level consider- 
ably below that produced by the regular 
demand-commodity rates and have at- 
tempted to justify such preferential rates 
by various kinds of “cost allocations,” 
the validity and propriety of which are 
very much in dispute. The proceedings 
dealing with the certificate applications 
for these rates and several rate cases in 
which controversial rate schedules are at 
issue’ have focused interest upon the 
theories and principles underlying the cost 
allocations* which are the crucial evidence 
affecting the decision. 


Cost Allocation in Rate and 
Certificate Proceedings 


HERE is a basic difference between a 
cost allocation required by the Fed- 


(¢ 
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eral Power Commission in a rate case and 
in a certificate proceeding. In a rate case, 
the total cost of service must be allocated 
among zones—if there are rate zones— 
and rate schedules. 

In a certificate proceeding there are no 
hard and fast rules. If no new rate sched- 
ule is involved, it is generally sufficient to 
show that the incremental revenue under 
existing rates will cover the incremental 
cost of service of the additional facilities. 
If a new rate schedule is involved, the 
cost allocation is based frequently on cost 
of specific facilities which are claimed to 
be used in rendering the particular serv- 
ice for which approval is sought. In such 
cases, the amount allocated depends on 
the theory which underlies the selection of 
the facilities alleged to be required for 
rendering the service. 


The Atlantic Seaboard Method 


ieee the precedent set by the 
staff of the Federal Power Commis- 
sion, the majority of cost allocations pre- 
sented in FPC proceedings are based on 
what is generally known as the Atlantic 
Seaboard method. Under this method 
only 50 per cent of fixed transmission and 
underground storage costs, comprising 
depreciation, return, taxes, and fixed op- 
erating expenses are classified as demand 
cost and allocated on the basis of peak 
responsibilities, generally the sustained 
three-day peak period. The other 50 per 
cent of fixed transmission and under- 
ground storage costs, as well as all fixed 
production costs, are classified as com- 
modity cost and allocated together with 
the variable costs on the basis of annual 
volumes delivered. Cost classified and al- 
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located as demand and commodity cost 
is in most cases translated directly into the 
demand and commodity charge, respec- 
tively, of the rates. This allocation pro- 
cedure, while used in earlier cases, is crys- 
tallized in FPC Opinion No. 225 in the 
Atlantic Seaboard case at Docket No. 
G-1384 et al. and has taken its name from 
that proceeding (1952)94 PUR NS 235. 


OTWITHSTANDING attempts at a more 
sophisticated rationalization of this 
unorthodox cost classification, its admitted 
purpose was the allocation of fixed costs 
to off-peak and interruptible customers 
cut off during the peak period, which un- 
der the peak responsibility allocation 
would get a “free ride”; i.e., would not 
be allocated any fixed costs, if all fixed 
costs were classified as demand cost. This 
is quite evident from the following state- 
ment made in Opinion No. 225: 


If fixed expenses are assigned whol- 
ly to the demand or capacity function, 
then gas service which is interrupted on 
peak days will not share in any of the 
fixed costs. Conceivably under such an 
allocation large quantities of natural 
gas could be sold to industrials 360 
days of the year and interrupted on 
five or so peak days, and such gas 
would bear none of the costs incurred 
in constructing the pipeline facility. In 
other words, under a strict application 
of this theory, the interruptible service 
would not bear any depreciation ex- 
pense, return, income taxes, or any part 
of the other fixed expenses associated 
with the capital outlay. (Page 21.) 


In the opinion of this writer it is per- 
fectly proper for interruptible customers 


to bear a share of the fixed costs of the 
system, the very existence of which makes 
interruptible sales possible. However, 
such share cannot be determined by the 
arbitrary misclassification of fixed cost 
which violates long-accepted standards 
and principles of cost behavior. It is sig- 
nifiant that in a recent opinion of the 
Federal Power Commission, the 50-50 
classification of fixed costs was charac- 


terized as “never more than an educated 
99 4 


guess. 
The Mcf-mile Method 
ie several cases involving zone rate dif- 
ferentials, the FPC staff has advocated 
the so-called demand-mile, commodity- 
mile, or Mcf-mile allocation.’ This pro- 
cedure adopts generally the classification 
of the Atlantic Seaboard method, but mul- 
tiplies the peak responsibilities and an- 
nual deliveries of each customer, which 
are used as allocation volumes, by the 
miles of haul from the point of supply 
to the point of delivery. The cost allo- 
cated to a particular customer per 
Mcf/day of peak responsibility and per 
Mcf of annual delivery increases, there- 
fore, in direct proportion to distance of 
haul. 


Defects of the Atlantic Seaboard 
Classification 


HE Atlantic Seaboard method has a 

number of defects which seriously 
impair its accuracy.® Fixed costs by their 
very nature do not vary with the volume 
of gas handled. Whether a pipeline hav- 
ing a capacity of 1 million Mcf/day trans- 
mits 30 million Mcf or 300 million Mcf 
annually the fixed costs are exactly the 
same. By allocating a large portion of 
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fixed cost in proportion to annual vol- 
umes, the Atlantic Seaboard method 
charges high load factor customers, using 
large annual volumes in relation to their 
maximum daily requirements, consider- 
ably more fixed costs than low load factor 
customers having the same maximum re- 
quirements and hence causing the same 
fixed cost. Pipeline customers generally 
achieve high load factor operation and 
thereby optimum use of the transmission 
facilities provided for them by consid- 
erable investment in underground storage 
and peak shaving facilities. They incur, 
therefore, substantial expenses in making 
high load factor purchases possible. 


B* overcharging high load factor pur- 

chasers, the Atlantic Seaboard meth- 
od and rates based thereon doubly penal- 
ize such purchasers and their ultimate con- 
sumers by making them pay not only an 
excessive rate for gas purchased, but also 
the cost of their own facilities making 
high load factor purchases possible. In 
other words, such ultimate consumers are 
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subsidizing in two ways the ultimate con- 
sumers of low load factor purchasers, re- 
sulting in a serious case of undue discrim- 
ination. 


Ov systems where the load factor of all 
customers is fairly uniform and 
there are no interruptible deliveries, the 
Atlantic Seaboard method does not seri- 
ously distort the cost allocation as far as 
the total amount is concerned. In fact, 
if the load factors of all customers are 
exactly the same, there is no distortion 
because annual volumes are in the same 
proportion as the maximum requirements. 
However, the distortion becomes serious 
when several customers operate at differ- 
ent load factors. This may be explained 
with reference to the following example: 

If there is a pipeline with a capacity of 
1 million Mcf/day serving two customers, 
A and B, each requiring 500,000 Mcf/- 
day, but A operating at 100 per cent load 
factor and B at 25 per cent load factor, 
customer A receives an annual volume of 
182 million Mcf, but customer B only of 


























45,625,000 Mcf. The 50 per cent of fixed 
costs classified under the Atlantic Sea- 
board method as demand cost are shared 
half and half, but the 50 per cent classi- 
fied as commodity cost is shared in the 
proportion of 182.5 million to 45,625,- 
000, or 4 to 1. The result is that cus- 
tomer A bears 65 per cent of the total 
fixed costs, whereas customer B_ bears 
only 35 per cent, notwithstanding the fact 
that each customer uses 50 per cent of 
the capacity which causes the fixed costs 
incurred. The distortion becomes particu- 
larly serious where peak service and win- 
ter service rate schedules are involved 
operating at very low load factor against 
CD or DCQ service rendered at 100 per 
cent load factor. 


© the Tennessee certificate application 
for peak service in New England at 
Docket No. G-11107, for instance, the 
estimated load factor of this service was 
only 8 per cent. If a 100 per cent load 
factor customer shares transmission ca- 
pacity with an 8 per cent load factor cus- 
tomer having the same maximum require- 
ments, the Atlantic Seaboard method 
allocates fixed cost to these two customers 
in the proportion of 71 per cent to 29 
per cent. This characteristic effect of the 
Atlantic Seaboard method creates in cer- 
tificate proceedings frequently the decep- 
tive impression of the economic feasibility 
of low load factor services which could 
not be demonstrated by an objective and 
correct cost-of-service determination. 


On the economic side, the inclusion of 
a large portion of fixed cost, particularly 
of return and taxes, in the commodity 
charge tends to introduce a great deal of 
instability into the earnings of the indus- 
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try. On systems with considerable space- 
heating load, the effect of a warm winter 
can be quite serious. To limit this risk, 
the rate schedules of many pipelines pro- 
vide a minimum take-or-pay clause for 
the commodity charge. This would be un- 
necessary if the demand charge of the 
rates were adequate. 


HE inflated commodity charge result- 

ing from the Atlantic Seaboard clas- 
sification has also the ill effect that it 
exceeds in many instances the value of 
service of certain industrial applications 
served under interruptible rates. Pricing 
such sales out of the market would de- 
prive space-heating customers of the re- 
lief derived from the contribution to fixed 
costs made by off-peak and interruptible 
industrial sales. 

Finally, rates having a low demand 
charge and high commodity charge fail 
to make peak shaving by the distribution 
companies economically attractive and 
thus foster low load factor operation of 
transmission facilities. Since such facili- 
ties remain idle most of the time, the 
economic impact is likely to be serious in 
the long run. 

Beyond the stated reason for the At- 
lantic Seaboard method set forth above, it 
may have been motivated by one of sev- 
eral other considerations—to shift costs 
from jurisdictional customers to the non- 
jurisdictional interruptible business; to 
discourage boiler fuel sales by a high 
commodity charge; or possibly to share 
system-wide the benefits of underground 
storage fields owned by some purchasers. 
Today, however, the method seems, ir- 
respective of its origin, to have become 
one of administrative convenience. This 
appears to be a strong reason for the 
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commissions reluctance to modify or 
abandon the method, despite great dissat- 
isfaction with it. 


r+ 


Fortuity of Peak Period 


_— defect of the Atlantic Sea- 
board method derives from the for- 
tuity of the “sustained three-day peak” 
generally used by the staff as the basis for 
allocating demand cost. Due to weather 
conditions and accidental factors, such 
peak is often not representative and devi- 
ates substantially from planned operation, 
thus changing drastically the allocation 
factors. This was highlighted in the Ten- 
nessee rate case at Docket No. G-11980 
where three parties used three different 
peak periods during which deliveries in 
one zone were 140,000 Mcf/day, 164,000 
Mcf/day, and 206,000 Mcf/day, respec- 
tively. All three peaks fell within three 
weeks, and the first two within one week. 

If capacity provided for satisfying 
space-heating requirements is not needed 
for this purpose, during a warm winter, 
it is possible to deliver substantial vol- 
umes of gas to interruptible customers 
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during the “sustained three-day peak” 
which has a great effect upon the alloca- 
tion of demand cost to such customers. The 
fact that restrictions on interruptible de- 
liveries may be relaxed during a warmer 
period, but must be strictly enforced dur- 
ing a cold spell in order to safeguard 
deliveries to firm customers, can also re- 
sult in a three-day peak at a time when 
firm deliveries are considerably below 
maximum. Under all such conditions, in- 
terruptible customers are allocated more 
than their proper share of fixed cost. 

A serious drawback of the Atlantic 
Seaboard method with respect to inter- 
ruptible customers is also the fact that 
the allocation per Mcf is exactly the same 
whether the customer obtains full service 
on all days of the year except during the 
three-day peak, or is a dump customer 
receiving gas only during a few weeks in 
midsummer. However, if for any reason 
deliveries are made during the three-day 
peak, the allocation suddenly jumps by 
leaps and bounds and even exceeds the 
amount per Mcf allocated to 100 per cent 
load factor customers.” 

A cost allocation based on peak-day de- 
liveries subject to such fluctuations and 
happenstances yields erratic and improper 
results. A more reliable and consistent 
basis than the time-honored three-day 
peak should be used for determining cost 
responsibilities in such cases.® 


Defects of the Mcf-mile Method 
HE Mcf-mile method used for zone 
cost allocations has all the shortcom- 

ings of the Atlantic Seaboard method 
resulting from the classification of fixed 
cost and the choice of the peak period. 
In addition it has the serious defect that 
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it reflects distance only and ignores that 
transmission unit costs per mile are af- 
fected also by several other factors. As is 
well-known, transmission unit costs, un- 
der otherwise comparable conditions, in- 
crease as the pipe diameter decreases. This 
follows from the fact that construction 
costs are about in direct proportion to 
the pipe diameter but capacity about in 
proportion to the square of the diameter. 
It goes without saying that unit costs are 
also generally increased by the existence 
of excess capacity. 

In consequence, the Mcf-mile method 
can yield accurate results only where all 
these factors—t.e., pipe size, use of avail- 
able capacity, and load factor—are uni- 
form. Where such uniformity does not 
exist, the Mcf-mile method is bound to 
distort the results by allocating too much 
cost to zones operating under favorable 
conditions and vice versa.® 


What the Industry Has Done 

r view of the persistent repudiation of 

other methods by the Federal Power 
Commission, industry witnesses have gen- 
erally used the Atlantic Seaboard classifi- 
cation between demand and commodity 
cost, and the peak responsibility method 
for allocating demand cost. However, 
they have frequently done so under pro- 
test, or they have deviated from the staff’s 
procedure in classifying certain cost ele- 
ments and in the choice of the peak pe- 
riod used as the basis for allocating de- 
mand cost. 

While generally following the Atlantic 
Seaboard method in classifying and allo- 
cating cost, a number of pipeline com- 
panies design their rates for various rea- 
sons so as to recover more dollars through 
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the demand charge than the amount 
classified as “demand cost.”!® This adjust- 
ment improves the rate structure but can- 
not correct the improper allocation of 
cost among rate schedules and jurisdic- 
tions.” 


In zone rate cases, the industry has fre- 
quently allocated cost on the basis of the 
so-called zone-gate or zone-by-zone ap- 
proach which is based on cost actually 
incurred within each zone and allocates 
such cost to the zones making use of the 
respective facilities. However, in most in- 
stances, the Atlantic Seaboard classifica- 
tion was maintained with all its defects 
and distortions and the three-day peak 
with its fortuity."* While the propriety 
of the zone-gate method is generally rec- 
ognized by cost accountants and rate en- 
gineers, the Federal Power Commission 
appears to be unconvinced, as was con- 
firmed recently by the El Paso Opinion 
No. 326 (1959) 29 PUR3d 469, in 
Docket No. G-4767.¥ 


Cost Allocation and Rate Design 
Sin record in rate proceedings before 
the Federal Power Commission dis- 
closes a basic misconception with respect 
to the scope and purpose of a cost-of- 
service study. Many cost allocations pre- 
sented in rate cases, including those of 
the FPC staff, instead of being objective 
and accurate cost-of-service determina- 
tions, are only formulae for spreading 
total cost among zones and rate schedules 
in order to arrive at what the sponsor 
considers in his subjective judgment to 
be “fair and reasonable” rates. 
It must be recognized that cost analysis 
and rate design are two distinct and sepa- 
rate steps of the rate-making process. 
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Cost analysis is a science based on ob- 
jective standards and principles of cost 
behavior. It can be made with consider- 
able accuracy and without arbitrary “jug- 
gling” of costs. Rate design, on the other 
hand, is an art requiring subjective judg- 
ment in weighing other factors besides 
cost of service. 

Without minimizing the weight to be 
given to other factors, it should be rec- 
ognized that it is necessary to determine 
cost of service as an objective standard 
by which to measure the fairness and rea- 
sonableness of rates. Expressed differ- 
ently, if no other factors were to be con- 
sidered, the most fair and reasonable 
rates would equal cost of service. Cost of 
service should therefore be taken as the 
starting point, and judgment be used in 
weighing the other factors which make 
a departure from cost of service neces- 
sary when designing rates. 


How the staff of the Federal 
Power Commission and, following 
its lead, a broad segment of the industry 
have telescoped into one continuous op- 
eration the two distinct and separate proc- 
esses of cost analysis and rate design. 
Instead of making the cost analysis a 
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fact-finding procedure and using judg- 
ment in designing rate, “judgment” is 
used in the arbitrary classification and 
allocation of fixed cost, the choice of the 
peak period which determines peak re- 
sponsibilities, and the exclusion of all fac- 
tors but distance in zone-rate cases. Rates 
are then derived mechanically by carrying 
out the arithmetical computation. Such 
“cost allocations” deprive the Federal 
Power Commission and the courts of an 
objective standard by which to judge the 
fairness and reasonableness of the rates; 
namely, actual cost of service. 

By their simple arithmetic, the Atlantic 
Seaboard and Mcf-mile methods create 
the mistaken impression of accuracy or at 
least equity.4* This impression appears to 
lend psychological support to the conclu- 
sion that the rates directly derived there- 
by are fair and reasonable. As we have 
shown, this is not the case under certain 
circumstances, While this result is serious 
in a rate case, it can be disastrous in a 
certificate proceeding. 


B* resulting in an unrealistically low 

initial rate, these methods often 
create the mirage of economic feasibility 
and can lead to the certification of facili- 

















ties and rate schedules which cannot be 
supported by the assumed market at a 
properly designed and not unduly dis- 
criminatory rate. Once the facilities are 
installed, it is too late to repair the dam- 
age, and by some other kind of cost allo- 
cation total cost of service is distributed 
in the next rate case by equally simple 
arithmetic in such a manner that there 
exists no apparent deficit. This can only 
be achieved by shifting cost to existing 
customers which are thereby required to 
subsidize the uneconomical service. 


The accurate determination of cost of 
service is, therefore, of particular im- 
portance in certificate proceedings for the 
protection of existing customers. 


Underground Storage Is an Integral 
Part of System Capacity 


so transmission system must 

be designed to meet the require- 
ments of its customers in the most eco- 
nomical manner. If the sales pattern re- 
sults in an operating load factor of less 
than 100 per cent, which is the case on 
practically all systems, the most economi- 
cal manner to meet such requirements is 
by a combination of pipeline flow capacity 
and underground storage capacity. Thus, 
underground storage capacity becomes an 
integral part of the total system capacity 
which is required for satisfying total sys- 
tem requirements. 


As a matter of design and operation, 
system capacity is indivisible, and it is 
impossible to identify a specific part of 
the total capacity with the requirements 
of a particular customer. Thus it cannot 
be said which customer is served on a 
particular day by pipeline flow capacity 
and which by storage capacity, and which 
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customer is served by the capacity pro- 
vided by a particular pipeline loop or by 
the capacity provided by the pipes them- 
selves and the compressors, respectively, 
or which customer receives gas from a 
particular production field. 


r has been claimed sometimes that a 

100 per cent load factor customer 
should not bear any underground storage 
cost, because underground storage opera- 
tion would not be possible if all customers 
would purchase gas at 100 per cent load 
factor. While this is theoretically the case, 
it is also true that most of the large pipe- 
lines could not have been developed and 
could not operate underground storage 
without their high load factor custom- 
ers. In the first place, CD and DCQ 
customers, by maintaining a high load 
factor, made the construction and devel- 
opment of the pipelines economically fea- 
sible, supported them until they reached 
the underground storage fields, and paid 
for underground storage in their rates 
even before underground storage capacity 
was fully used. It is therefore no more 
than fair that they should also share in 
the benefit of the less expensive storage 
capacity as against high-priced pipeline 
transmission capacity. 

Another frequently overlooked fact is 
that high load factor customers located 
downstream of storage are often vital for 
the operation of underground storage be- 
cause they constitute during peak periods 
an outlet for gas withdrawn from under- 
ground storage, thereby making pipeline 
transmission capacity available by dis- 
placement to low load factor customers 
located upstream of storage. 


For all these reasons, it is proper, and 
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until recently was customary in proceed- 
ings before the FPC, to treat under- 
ground storage capacity as being of use 
and benefit to the whole system and to 
charge a proportional share of under- 
ground storage cost to all customers on 
an equal basis. 


The Storage Segregation Theory 


AS mentioned before, several pipelines 
have offered in recent years peak 
winter or storage service for low load 
factor operation. Since the services are 
offered at a price substantially below that 
resulting at the same load factor under 
the standard demand-commodity rate, the 
usual system-wide rate case type cost allo- 
cations would not support the low initial 
rates proposed in these proceedings. 
Novel cost allocation procedures have 
been advanced to justify the proposed 
price levels; while they differ widely in 
technical details, the common theory is 
that these services are rendered exclu- 
sively from segregated underground stor- 
age. 
Evidence presented in these proceed- 
ings shows that underground storage is 
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physically not operated in accordance 
with the requirements of these privileged 
services, but as an integral part of the 
system capacity, which confirms the prin- 
ciple of the indivisibility of capacity re- 
ferred to earlier. The dedication or pre- 
emption of underground storage for such 
special services, which are frequently 
rendered through the same meter as serv- 
ice under regular rates, is, therefore, an 
assumption contrary to fact. 


) itew principle of the indivisibility of 
capacity is generally accepted by the 
industry and the Federal Power Commis- 
sion and is reflected by the insistence on 
rolled-in costs in rate case proceedings. 
If capacity could be divided, customers of 
long standing would be entitled to the 
lower-cost gas reserves and highly de- 
preciated transmission facilities acquired 
and constructed many years ago, while 
new customers would have to bear the 
higher cost of gas reserves and transmis- 
sion facilities of recent vintage. What is 
proper for production capacity and trans- 
mission capacity, respectively, applies also 
to the capacity provided jointly by pipe- 
line and storage facilities. 
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Since annual fixed unit cost of under- 
ground storage is of the order of magni- 
tude of $10 per Mcf/day and of pipeline 
transmission capacity of $50 per Mcf/day, 
cost allocation on the basis of segregated 
underground storage is very favorable to 
these special services to the detriment of 
other rate schedules. 


hye allocated to such services is fur- 
ther minimized by a number of other 
devices in order to create the impression 
that they are economically feasible at the 
proposed rates. However, the record in 
all these cases strongly suggests that the 
rate was derived on the basis of competi- 
tive peak shaving cost and that the so- 
called cost allocation was tailor-made in 
order to justify the predetermined rate. 
Or as Examiner Hall stated in his deci- 
sion denying the certificate for peak serv- 
ice in Tennessee Docket No. G-11107: 


It is clear that what Tennessee has 
done is to carve out of its total cost of 
service and assign to peak service only 
such costs as tend to indicate that the 
proposed level of rates for peak service 
is reasonable. Before carving out the 
cost allocated to peak service Ten- 
nessee was aware of the fact that the 
New England customers would only 
purchase peak service if the cost there- 
of was less than gas produced through 
utilization of their peaking facilities. 
Accordingly, the proposed rate was 
tailored to meet this condition. This, 
however, is not a method of decision 
authorized by the Natural Gas Act for 
determining a “just and reasonable” 
rate for “top-of-the-peak” low load 
factor service. 
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Evidence presented in other proceed- 
ings supports Examiner Hall’s statement. 

If peak or winter services, which some- 
times require the investment of tens of 
millions of dollars, were certificated at 
rates supported by such shaky evidence, 
the economic effect upon the pipelines and 
their existing customers could be very 
serious indeed. 


Conclusion 

i ies foregoing discussion on the prin- 

ciples and techniques of cost alloca- 
tion procedures adopted by the Federal 
Power Commission, or being advocated 
by some segments of the natural gas in- 
dustry, has sought to point out some of 
their more glaring defects and inade- 
quacies. It is the writer’s belief that such 
defects and inadequacies if not corrected 
in future proceedings would result in 
serious economic repercussions on the 
whole gas industry. 

Cost behavior does not change by mere 
administrative fiat. The high fixed costs 
of a pipeline system do not disappear by 
being treated as if they were variable, so 
as to minimize the apparent capacity cost 
and thereby seemingly justify marginal 
services and expansions. Such self-decep- 
tion cannot be indulged in without run- 
ning severe risks, especially in an indus- 
try which has to compete in all areas with 
other sources of energy. The same applies 
to the segregation of certain facilities for 
cost allocation purposes which is con- 
trary to fact and only used as another 
device to the same end. 


T is urged that objective and realistic 
procedures be adopted by which the in- 
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dustry and the commission can be fully 
advised of the actual cost incurred in pro- 
viding capacity for the service rendered. 
It is only on the basis of such knowledge 
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that informed judgment can be exercised 
as to the economic feasibility and sound- 
ness of expansions proposed or the pro- 
priety of rates applied to various services. 


Footnotes 


1 El Paso Natural Gas Company, Docket No. 
G-4769, United Gas Pipeline Company, Docket Nos. 
G-9547 and G-10592, Tennessee Gas Transmission 
Company, Docket Nos, G-11107, G-11980, G-18877 
et al, Texas Eastern Transmission Corporation, 
Docket Nos. G-12706, G-18841, and G-18969 et 


al. 

2 The term cost allocation is used here in the 
broad generic sense of cost-of-service determina- 
tion, as well as the spreading of costs on the basis 
of some conventional formula. 

8 Allocation of fixed cost to off-peak and inter- 
ruptible customers can be achieved in a manner 
consistent with the character and behavior of such 
cost, for instance by the capacity credit method 
which was proposed by this writer and described 
in The American Gas Journal, October 15 and No- 
vember, 1953. 

4 Opinion No. 320, page 3 of Commissioner 
Connole’s concurring opinion (1959) 28 PUR3d 
380. 


5 Northern Natural Gas Company, Docket No. 
G-2217, Opinion No. 281 (1955) 9 PUR3d 8. 
Tennessee Gas Transmission Company, Docket 
No. G-11980. 

6 “Is; FPC Gas Cost Allocation Equitable?” by 
Larry Shomaker, Pustic UTILITIES FoRTNIGHTLY, 
Vol. L, No. 10, November 6, 1952, p. 680. 

7 This is avoided by the capacity credit method 
(footnote 3) under which curtailments control the 
allocation of fixed costs. 

8 Examiner Simpson acknowledges this fact in 
his decision issued March 20, 1958, in the El Paso 
rate case at Docket No. G-4769 in accepting bill- 


ing demands instead of the three-day peak which 
he did not consider representative (pp. 51, 52). 

8 In the Tennessee certificate application for 
peak service in Docket No. G-11107 evidence was 
presented which showed that transmission unit costs 
on that system differ so much among zones that 
the Mcf-mile method allocated to one zone less 
than 20 per cent of the cost actually incurred. 

10 This process has been misnamed “tilting.” It 
actually represents a partial correction of the mis- 
classification of fixed costs under the Atlantic Sea- 
board method. 

11 Departing from Opinion No, 228 in Re North- 
ern Natural Gas Co. (1952) 95 PUR NS 289, 
which supplements the Atlantic Seaboard Opinion 
No. 225, Chief Examiner Marsh in his decision 
issued June 30, 1960, in Cumberland & Allegheny 
Gas Company, Docket No. G-17226, permitted the 
classification of fixed production cost 50 per cent 
to demand and 50 per cent to commodity. 

12 The fortuity of the three-day peak has the 
same effect, whether the Mcf-mile method or zone- 
by-zone approach is used. 

18 “Some Observations on the El Paso Decision,” 
by Richard A. Rosan, Pusiic Utiities Fort- 
NIGHTLY, Vol. 64, No. 8, October 8, 1959, 582. 

14 The doubtful claim of simplicity sometimes 
made for the Atlantic Seaboard and Mcf-mile 
methods certainly does not justify the acceptance 
of their defects. 

15 Tennessee Gas Transmission Company, Dock- 
et Nos. G-10804, G-11107, and G-19042; Texas 
Eastern Transmission Corporation, Docket Nos. 
G-18969 et al. 





MI N O industry is in a position to make a greater contribution to 

the growth of Canada's economy than the gas industry in all 
its segments... since 1954 gas reserves have more than doubled to a 
figure of 30 trillion cubic feet. The trends of discovery of reserves 
have been most encouraging and the National Energy Board esti- 
mates that the drilling of some 400 wildcat wells per year will increase 
initial disposable reserves to approximately 92 trillion cubic feet by 
1989. ... As additional supplies of gas surplus to Canadian require- 
ments become available, they will, no doubt, find a market with our 


friendly neighbors to the south." 
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—IAN N. McKINNON, 
Chairman, Canada's National 
Energy Board. 
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Gas Air Conditioning Moves Ahead 





By G. T. KELLOGG* 


With research continuing and with the promotion and advertising 

efforts of the AGA, along with the growing number of gas com- 

panies throughout the country which are joining the movement, gas 
air conditioning is definitely going ahead. 


IGHTING an uphill battle aganst al- 

ready established electrically pow- 

ered air conditioning, gas cooling of 
homes and commercial and industrial es- 
tablishments has come a long way in the 
few years that it has been pushed active- 
ly, but admittedly it still has a long way 
to go. 

To be sure, gas air conditioning for 
larger commercial and industrial installa- 
tions has been available for perhaps 
thirty years, but the units were virtually 
all custom jobs producing up into the 
hundreds of tons of cooling. It really 
was not until four or five years ago that 
the smaller, residentialized equipment 
which had been developing over the years 
caught the fancy of the gas utility indus- 
try and the “big push” began. 

It was not whimsy, but grim reality 
that brought the gas industry to a realiza- 
tion that it had better get behind gas air 
conditioning—particularly for the vast 
residential market—to develop its sum- 
mer market. Let us look, briefly, at the 
picture before considering what has hap- 
pened since that first awakening. 


the early 1950’s, gas was moving 
toward a goal, since achieved, of be- 





*Manager, publicity and information, Air-Con- 
ditioning and Refrigeration Institute, Washington, 
D. C. For additional personal note, see “Pages 
with the Editors.” 





coming the primary source of comfort 
heating. As such, it had greater and 
greater winter peaks, followed by com- 
paratively lower and lower summer val- 
leys. 

Meanwhile, air conditioning—in the 
early years, mostly room units—was be- 
ginning to become a factor in the increas- 
ing summer load of the electric utilities, 
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and in 1956 for the first time many util- 
ities had higher peak days in the summer 
than in the winter. This required addi- 
tional power-producing capacity, so, to 
justify such capacity, the “electric peo- 
ple” eyed heating as an outlet for the 
additional power capacity during the non- 
cooling months. How rapidly this little 
summer peak has grown since 1956 is 
well-known—and the cooling load now is 
augented by more than a million centrally 
air-conditioned homes, plus all the com- 
mercial and industrial establishments that 
are air conditioned—all this in addition 
to the more or less steady increase in 
sales of the room units which started the 
spiral in the first place. 

At the same time, the gas industry had 
the same problem in reverse, and wanted 
to fill up the summer valley—still does, 
as a matter of fact—while maintaining 
its ascendance in the winter heating field. 


B" prior to about 1955 it was some- 

what difficult, apparently, for the 
gas industry to grasp the potential repre- 
sented by air conditioning. In that year, 
James H. Collins wrote an article titled 
“*Air Conditioning’ Is Bigger than We 
Think,” in Pusttc UTILITIES FoRTNIGHT- 
LY, in which he pointed out: 


Utility company support of the ap- 
pliance industry has not been too en- 
thusiastic, basically because utility 
sales departments have not been culti- 
vated and as aggressively managed as 
those in the competitive utility. Two 
conflicting policies are blamed for 
gas sales problems: some gas com- 
panies selling appliances themselves, 
and others building strong appliance 
dealer organizations. This is a sort of 
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two-stool proposition, where some com- 
panies are undecided about policy, and 
may not put selling “umph” behind ap- 
pliances.* 


But the overall industry, as repre- 
sented by the American Gas Association, 
was giving the problem some thought, 
and a Gas Air-Conditioning Promotion 
Committee was a-borning (as manufac- 
turers and researchers kept up with their 
work of developing new and better gas- 
powered air-conditioning equipment). 
Even before the appointment of the com- 
mittee, AGA was doing some research 
on its own, and subsidizing research proj- 
ects in a number of outside laboratories 
for the development of gas air-condition- 
ing apparatus. 


And Now What? 

HIS is the historic background. 
Where is gas air conditioning today? 

As already indicated, it is moving along, 
and has captured a not inconsiderable 
percentage of the market, but, to con- 
tinue to increase its share, it—meaning 
the gas industry—must accomplish sev- 
eral distinct objectives, according to a 
group of people within the industry itself 
who spoke in April at an AGA Research 
and Utilization Conference in Cleveland. 
Among these objectives: The industry 
must develop air-cooled units; a lower 
first cost must be obtained; a fuller line 
of products, covering intermediate ton- 
nages, must be developed; many poten- 
tial consumers are not even aware that 
gas air conditioning exists—this will re- 
quire even greater promotion than has 





1“ ‘Air Conditioning’ Is Bigger than We Think,” 
by James H. Collins, Pusric Urtiiitres Forr- 
NIGHTLY, October 13, 1955, Vol. 56, No. 8, p. 648. 
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GAS AIR CONDITIONING MOVES AHEAD 


been used in the past several years; and 
there is a noise problem. Gas equipment 
is not unique in this, however. Electrically 
operated conditioners have a similar diffi- 
culty, but it comes from another source. 

Complaints against engine-driven equip- 
ment come as frequently from neighbors 
as from owners, because the condensing 
units are usually mounted outdoors— 
just as condenser-blower noise brings 
complaints from electric units. This noise 
problem is being attacked by muffler sys- 
tems—sometimes with the muffler buried 
in the ground. 


Wu proponents of engine-driven 

equipment insist that sound levels 
from their equipment are no higher than 
from electrical units, and that “where 
noise is a real problem, neither unit can 
be used,” the fact is that users and ob- 
servers are almost unanimous in the opin- 
ion that the gas-fired compression sys- 
tems are noisier than their electrical 
counterparts, but that the units can be sold 
over these objections because of their 
other advantages. 

Surprisingly, absorption equipment, 
“with no moving parts,” comes in for a 
noise complaint, too. This is true chiefly 
of the lithium bromide unit, which makes 
a crackling, percolating sound when it 
starts up. The sound is explained as be- 
ing traceable to the collapse of vapor bub- 
bles which are generated at the point of 
flame intensity and travel to areas of 
colder solution. The fact that all of this 
takes place in a high vacuum intensifies 
the collapsing crackle. Once the solutions 
are at operating temperatures, the crack- 
ling stops. 

Steps are being taken to retard this 
noise complaint also. For one thing, 
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“sound suppression kits” are being sup- 
plied by the manufacturer, and for an- 
other, some contractors are experimenting 
with cycling the unit burner just enough 
to prevent the solutions from getting so 
cold that they cause collapse of the vapor 
bubbles. 


Gas Conditioning Making Headway 
i spite of these self-assessed shortcom- 
ings the industry is moving ahead. In 
1959, according to an industry spokesman, 
the ratio of gas to electric central residen- 
tial air conditioners sold was 1-to-17.5, 
and for 1960 the industry is (or was a 
few months ago) forecasting that a ratio 
of 1-to-9.5 is a possibility, and some of 
the more optimistic promoters of gas air 
conditioning foresee a ratio of 1-to-3 by 
1964. Growth to date already has dis- 
proven to a degree the skeptics who were 
ridiculing such a possibility a few short 
years ago. 
Since 1957, almost 30,000 residential- 
size central units® have been sold, and the 
2 Even the most enthusiastic boosters of gas air 
conditioning can foresee no development which will 
permit the industry to produce gas units of room 
size, a market which appears to be perpetually 
closed to gas. But with the growth of central resi- 


dential installations, there is some thought that the 
room cooler market may become less important. 
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manufacturers of these and other sizes 
are introducing new lines and expanding 
sales at a rate which, if it continues, will 
soon make them major factors in an in- 
dustry where they now can claim from 
4 to 6 or 8 per cent of the market. 

All this in the face of a short line of 
products, high first costs, public indiffer- 
ence (or lack of knowledge that gas air 
conditioning exists), plus the fact that an 
early field test resulted in what has been 
termed “mass failure.” 

A brief description of this test may 
be in order. When the gas interests once 
began to realize the importance of air 
conditioning to their well-being, the first 
thought was that gas engine-driven com- 
pressors would provide the quickest and 
best entry (and there are many who still 
hold that this is “the” gas air-condition- 
ing application). 

At any rate, several hundred gas en- 
gine-driven air conditioners were put 
in around the country and, partly be- 
cause engine and compressor were rather 
hurriedly matched, partly because know- 
how was still not so large in scope as it 
might have been (and has since become), 
but mainly because too many units were 
installed out of reach of adequate serv- 
ice and maintenance, many of them failed. 

While the unit which was used for 
this forlorn test is no longer in produc- 
tion, present-day manufacturers are still 
having difficulty with the notoriety gained 
in it, and the damage to the image of 
small tonnage engine air conditioners is 
still being repaired. 


Some Problems, Advantages, and 
Disadvantages 


_ —_ peculiar to gas engine-driven 
compressors are the handling of the 
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great torque on the coupling when the 
unit starts up; the collection of refriger- 
ant in the engine crankcase, and the sub- 
sequent flushing out of all oil on start up, 
with a resulting engine seizure before 
the refrigerant can travel through the 
system piping and return; the need for 
inspection of oil, spark plugs, ignition 
points, engine coolant water; the need 
for exhaust control mufflers, and the 
greater, or at least “different” sound 
level of an engine-driven condensing 
unit. 

Gas industry hopes for a heat pump, 
to compete with the electrically driven 
reverse-cycle unit (one of electricity’s 
challenges for the winter load market), 
seem to have their strongest pivot in the 
perfection of small gas engine-driven 
equipment. Since the compression side of 
the system is a conventional refrigeration 
cycle, reverse-cycle operation may be 
readily applied, and supplemental heat 
requirements may be met by capture of 
engine and exhaust heat. A few engine- 
driven heat pumps have been tested, but 
as yet none has been made generally 
available. 


gee of engine-driven equip- 

ment utilizing the conventional re- 
frigeration cycle point to its advantages: 
Such units offer capacity control by vary- 
ing the speed of the engine, even though 
the compressor has fixed capacity; lower 
operating costs than absorption gas sys- 
tems and than electrical units in most 
areas; application without the necessity 
for additional wiring or other electrical 
service. 

(Gas industry sources supply these “av- 
erage” or general figures for consumption 





























of fuel: gas engine-driven units—13,000 
British thermal units per hour [Btuh] per 
ton; absorption units—24,700 to 25,700 
Btuh per ton; turbine-driven centrifugals 
[big system-type jobs ]—18,000 to 27,000 
Btuh per ton of cooling. ) 


[* the larger tonnages, one of the big- 

gest manufacturers of engine-driven 
equipment has been able to overcome 
many of the disadvantages, and capitalize 
on the advantages, of this type of unit, 
but the costs are relatively high, and not 
economic for application to smaller ton- 
nage equipment. Many in the industry 
consider it significant that this leading 
company in the field has consistently de- 
clined suggestions that it market resi- 
dential-size equipment. 

The lower operating costs are a strong 
factor where the units are run more than 
about 2,000 hours per year, but hardly 
enough of a factor to overcome the ob- 
jection of high first cost where normal 
annual operation is but a few hundred 
hours. 

Advocates of this type of equipment 
are looking to research projects aimed 
at eliminating, or minimizing, its high- 
service characteristic so as to achieve the 
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“one service call a year” goal. AGA re- 
search projects are seeking to develop 
long-life engines for use with air condi- 
tioners, research which has resulted in 
the use of an adaptation of an existing 
engine in some cases. “Yet,” points out 
one AGA executive, “it strikes me that 
we would do better to design an engine 
with air conditioning in mind from the 
start, rather than continuing the attempts 
to adapt existing industrial engines.” 


Oo this score, there are strong hopes 
the highly publicized free-piston com- 
pressor, which went into prototype units 
this year, may provide the necessary 
shot in the arm for engine-driven units. 

In spite of these hopes, however, there 
is a vocal group within the industry be- 
lieving that gas engine equipment will 
never be a major factor in the residen- 
tial and small commercial air-condition- 
ing field. They believe that absorption 
air conditioners will provide the entry 
of the gas industry into a position of 
strong contention—and as of now the 
weight of evidence, in the realm of ac- 
tual sales, bears them out. The two ma- 
jor (in fact virtually the only) producers 
of residential absorption equipment fore- 
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see total 1960 sales of perhaps 15,000 
units this year (somewhat short of an 
optimistic AGA forecast of 25,000), and 
the sales of residential gas engine equip- 
ment will not top 2,000 units, according 
to estimates made in midyear. 


Absorption Air-conditioning Story 

oe story of absorption-type residen- 

tial air conditioning is so tied up with 
the two companies which dominate the 
field, to date, that it can best be told in 
terms of their experiences. 

Although there had been experimen- 
tation and research in the field prior to 
1957, the entry of Arkla Air-Condition- 
ing Corporation that year, with 3.5-ton 
and 5-ton residential units, really marks 
the start of the story. Arkla, formed as 
a subsidiary of a gas utility, the Arkansas 
Louisiana Gas Company, perfected a di- 
rect-fired lithium-bromide absorption sys- 
tem developed by a defunct company, 
and by contacting other gas utilities and 
the industry generally to subsidize the 
merchandising of the first units, got them 
off the ground. 

Since purchasing the assets of the de- 
funct company (Servel) in 1957, Arkla 
has experienced a 400 per cent increase 
in sales. It was a year or more later that 
the second entrant into the field, Bryant 
Manufacturing Company, introduced its 
3-ton ammonia-water absorption unit, and 
it has since brought out a 4.5-ton unit. 

The acceptance of this absorption equip- 
ment gives gas interests reason for opti- 
mism. A survey conducted by Air-Condi- 
tioning, Heating, and Refrigeration News 
this spring found customer satisfaction 
high, and incidence of service relatively 
low. The sales achieved by these two 
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leaders were, of course, aided by dynamic 
utility merchandising help, as well as the 
spreading practice on the part of gas util- 
ities to offer low summer gas rates to at- 
tract cooling customers. 


nits of both manufacturers suffer 
from a general unfamiliarity with 
servicing techniques, but this situation is 
improving. Another disadvantage is their 
size—a drawback that appears to be ines- 
capable, since the several solutions in the 
cycle move through the unit only by grav- 
ity and by pressure differential, requiring 
that minimum heights and distances must 
be maintained between elements to assure 
this movement. 
" Another disadvantage, already pointed 
out, is the higher first cost of these units 
than of electric equipment of comparable 
capacity. Manufacturing costs are high, 
since absorption units appear to the non- 
technical viewer as a maze of welded 
tanks and joints. It is felt unlikely that, 
even with high-volume production, the 
cost can be reduced to make the units di- 
rectly competitive at first cost. 
Absorption advocates counter this ob- 
jection by pointing out that this type of 
equipment can be expected to last for 
fifteen to twenty years, and that no one 
component or repair job on the units can 
possibly approach the approximate $100 
per ton cost of replacing a compressor 
after a half-dozen years (their own esti- 
mate). 


Some Standards Have Been Developed 
” is significant in terms of the “coming- 

of-age” of these absorption units that 
the Air-Conditioning and Refrigeration 
Institute, trade association of the indus- 
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try, has developed an ARI standard for 
“heat-operated” equipment in residential 
and small commercial sizes, and that the 
two manufacturers are both participants 
in ARI’s program for the certification of 
such units. 

The certification program counts as 
participants the makers of more than 90 
per cent of all “unitary” equipment in the 
country—both electric and gas operated— 
and provides that all certified units must 
meet performance tests as specified in the 
ARI standards. Capacities of units are 
stated in terms of British thermal units, 
or equivalent tons (12,000 Btu per ton), 
and are subject to rigorous tests to assure 
performance as claimed by their manu- 
facturers. 

AGA, too, has developed a standard 
for gas-fired absorption equipment, and 
standards are being developed in the asso- 
ciation’s research laboratories for engine- 
driven compressor systems. Designated 
Standard Z21.40-1959, the absorption 
standard is “designed to assure safe and 
efficient performance and substantial and 
durable construction of equipment.” The 
document covers such items as accessibil- 
ity for service, combustion air and venti- 
lation, burners, pilots, motors, pumps, and 
blowers. The section of the standard de- 
fining the method for determining capac- 
ity of units is based on the ARI standard 
discussed above (ARI 250-58). 


AGA Research 


es, AGA-sponsored research 
continues, aimed at minimizing 


what are now considered the disadvan- 
tages of both absorption and engine- 
driven equipment and capitalizing on their 
advantages. 

Among these projects is the study being 
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conducted by Southwest Research Insti- 
tute, under contract with AGA, of the 
feasibility of a double effect lithium-bro- 
mide unit, although its efforts are directed 
to the 20-ton size rather than residential 
type of equipment. Such a unit would 
have certain advantages over the one-stage 
system, in that it would have higher effi- 
ciency, would be automatic self-purging, 
and, possibly, could be developed so as to 
operate as an air-cooled unit. One disad- 
vantage of presently manufactured lith- 
ium bromide evaporative units is the 
necessity for water-cooled condensers. 


. work is being carried on under 
AGA direction on a prototype ab- 
sorption unit, in which cooling and de- 
humidification would be effected by wet- 
ting and drying of the air stream. 

A new five-ton engine-compressor unit 
is being field tested, and, already men- 
tioned, the free-piston engine compressor 
is being developed by one large manu- 
facturer. 

In addition, several projects are de- 
voted to basic studies of such things as 
thermodynamics of multifluid absorption 
systems, thermoelectric refrigeration, and 
jet compression. 
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N connection with basic research, which 
could develop entirely new methods 
for using gas for cooling, Charles B. 
Gamble, Jr., vice president of Alabama 
Gas Corporation, summarized six years 
of AGA air-conditioning research at the 
April research and utilization conference 
by pointing out that most of the work to 
date has been concerned primarily with 
the refinement or improvement of known 
cycles, which he termed the initial goal of 
the research. Now, entering the sixties, he 
indicated that efforts will steadily shift to 
a more basic approach of finding a new 
or novel means of cooling with gas. 


So much for technology. While some 
of the foregoing may have seemed too, 
too technical, it is well to remember that 
today gas “air conditioning” is divided 
into two basic types, with a number of 
variations of each. 


The Merchandising Picture 


No what of the merchandising that 
has brought about this tremendous 
increase in sales in the face of not incon- 
siderable odds? 

Merchandising activities of the pro- 
moters of gas air conditioning can best be 
described as dynamic and aggressive, al- 
though at the moment the distribution 
and pricing policies are confused, or, in 
the words of some of its good friends, 
“in the process of formation.” 

As already indicated, prices to cus- 
tomers vary widely (although generally 
higher than comparably sized electric 
equipment), and distribution may be 
through utilities, distributors, agents, or 
dealers. 

Because it is a new commodity, resi- 
dential gas air-conditioning installation 
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and service assume greater significance in 
pricing and distribution than in longer- 
established commodity merchandising. As 
a result, there will be some places where 
gas air conditioners will cost customers 
more a few years from now in spite of 
reduced production costs and more stand- 
ardized distribution. 

And service may cost more in some of 
the areas where it is now being offered 
free or at nominal cost. In effect, as gas 
air conditioning matures, it will fall more 
and more into the pattern of its competi- 
tion, unless there are reversals in the fore- 
seeable trend. 


HE central factor inthe confused mer- 

chandising picture is the attitude of 
the local utility toward gas air condition- 
ing, determining in a very practical way 
what it will cost a consumer to purchase 
and operate a residential or small com- 
mercial unit. 

If the utility merchandises equipment 
it may have a pricing schedule which of- 
fers the unit to the dealer at 5 per cent 
over cost, to a home owner at 15 per cent 
above cost. Another company may offer 
units to dealers and distributors at a 5 
per cent markup, to the ultimate user at 
10 per cent. Still others offer the units 
at cost to everybody. One utility in Mich- 
igan buys units in carload lots and drop 
ships them for dealers at cost-plus-freight. 

If the utility does not merchandise, 
then dealers and distributors must make 
their deals direct, and prices and costs can 
vary widely. 


Installation and Service 


eres charges vary consider- 
ably, also. While labor costs and such 
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factors have a distinct bearing on these 
charges, many times the ups and downs 
of installation cost reflect how much the 
utility is willing to absorb. Some will pay 
for the plumbing hookup of a water- 
chiller system, others for the duct work 
of a cooled-air installation. Some will pay 
for the cost of delivering and locating 
the equipment—a factor which can mount 
up in cities where union control is such 
that the contractor cannot do it himself. 

Whether the utility merchandises or 
not, it may take an active part in engi- 
neering the installation. “The gas com- 
pany in one of our territories gets the 
prospect, makes the heat-loss calculations, 
fills out the order blank, then hands it to 
the dealer to hand to the customer for his 
signature,” according to one manufac- 
turer. In another area, when the utility 
actually gets and writes up the order, the 
dealer who acts as installing contractor 
gets only his contracting fee—no markup 
on the unit. 


N the realm of service, as already men- 
tioned, absorption units seem to have 
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a high reliability, primarily because they 
have far fewer moving parts than either 
gas- or electrically driven compressor-type 
equipment. Hence, some utilities offer free 
service for one or two years, and very 
inexpensive service from then on, either 
by contract or on a time-and-materials 
basis. Utility executives whose companies 
offer this low-cost or no-cost service ex- 
plain that unless the unit is operative there 
is no gas being used, and that it is plain 
“good business” to keep them running. 

While, so far as is known by this 
writer, no nation-wide study has been 
made of various inducements in the form 
of low summer rates by gas utilities, it is 
generally agreed that more of them are 
making such schedules in an effort to bol- 
ster their load factor during the hot 
months. 


Advertising and Promotion 
N as for general industry promo- 

tion: Here again, some utilities are 
more aggressive than others. Typical of the 
more aggressive group’s activities was the 
“Gas Air-conditioning Seminar’ staged 
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this spring by Michigan Consolidated Gas 
Company. 

About 200 architects and engineers 
from the Detroit area attended the eve- 
ning-long program, which included din- 
ner, guest speakers, a panel discussion by 
manufacturers’ representatives, and a 
question-and-answer period. Following 
the formal program, guests circulated 
among manufacturers’ displays, where the 
question-and-answer period resumed on 
an informal business basis. 


_" obtain maximum effectiveness, the 

company developed a four-point pro- 
gram: A listing of those in attendance was 
prepared for each manufacturer of gas 
equipment to follow up by direct mail 
and other contacts; a kit with specifica- 
tion sheets of gas air-conditioning equip- 
ment was distributed by the utility to 
every name on the attendance list; repre- 
sentatives of the gas company established 
better communications with the architects 
and engineers; and the Michigan chapter 
of the American Institute of Architects, 
and all new building starts in the area, 
are being followed up by personal calls 
and mailings. 

The result has been, according to the 
newsletter of the AGA Air-conditioning 
Promotion Committee, “increased specifi- 
cation of gas air conditioning by archi- 
tects.” 

This newsletter, in itself, one of AGA’s 
PAR (Promotion, Advertising, Re- 
search) activities, is helping utilities with 
their problems of merchandising, report- 
ing to the industry, among other things, 
what various utilities are doing in their 
areas (as the above report on Michigan 
Consolidated). 
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sapere such report of aggressive mer- 

chandising carried by the newsletter 
told of a direct-mail campaign by South- 
ern Union Gas Company, addressed to a 
carefully selected group (about 15 per 
cent) of the company’s residential cus- 
tomers and most smaller commercial cus- 
tomers in its four-state area. Without 
going into details as to the campaign, 
which offered a free survey of the cus- 
tomer’s needs, plus an estimate on “low- 
cost gas air conditioning,” officers of the 
company report that it has “produced 
tangible results in sales.” 

With research continuing apace, and 
with the promotional and merchandising 
efforts of AGA plus the growing number 
of utilities throughout the country which 
are joining in these activities, gas air con- 
ditioning is definitely moving ahead. 
Whether it will meet the goals set for it 
in residential and small commercial ap- 
plications by some of its more sympa- 
thetic supporters remains to be seen; and, 
even if it does, it will only serve to cur- 
tail the rapidly rising curve of air condi- 
tioning by electricity. It is reasonably 
certain that it cannot cause a cutback in 
sales of the competing equipment, since 
the market for any and all types is wide 
open, and, as has been pointed out previ- 
ously, the public is being awakened to the 
benefits of residential air conditioning, by 
whatever fuel it may be powered. For this 
reason both gas and electricity may be 
expected to share in the general upsurge 
of the coming decade—each to the extent 
and success of its research and develop- 
ment activities and of its promotional and 
merchandising tactics and strategy. 

Both will gain, but the public will prob- 
ably be the “big winner.” 
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Financing the Expansion Program of 


the Natural Gas ‘Transmission Industry 
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By PAUL G. LaGRONE* 


The natural gas industry is the sixth industry in size in the United States. 

To take advantage of a waiting market, the industry has conceived a gigantic 

construction schedule covering the next four years. With debt issues afford- 

ing an almost certain return to conservative investors and common stock 

being in great demand, money for the expansion seems assured. Construction 

is presently at an all-time high, with the schedule over the next four years 
calling for expenditures totaling $3.5 billion. 


Company Relations with Investors, 
Bankers, and Security Dealers 


O raise the large amounts of capital 

needed to finance the natural gas 

industry’s expansion program, it is 
essential that the industry, and especially 
its individual members, develop and main- 
tain confidence among investors, bankers, 
and security dealers. It is also impera- 
tive that the security analyst have a good 
understanding of the potential of the 
company and its officials so that the com- 
pany’s securities may receive the high- 





*Associate professor, University of Arkansas, 
College of Business Administration. For additional 
personal note, see “Pages with the Editors.” 





est rating possible under the existing 
financial structure.’ Such confidence and 
understanding emerge in financial circles 
and among investors only when a trans- 
mission company (or, indeed, any com- 
pany) presents its data in a proper fash- 
ion. Usually a carefully planned finan- 
cial and business public relations program 
is necessary. 

All unwarranted fears and misconcep- 
tions about the company’s future pros- 
pects should be dispelled. Some investors 
may fear that expansion will diminish 
earnings; but every effort is made to pro- 
ject earnings before and after an expan- 
sion program, thereby setting forth the 
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effects of the additional securities on the 
current capital stock. 


aoe fear chiefly concerns the ade- 

quacy of the rates charged by the 
company. Company officials can point out 
that these fears are generally unfounded, 
for the commission is expected to have 
the proper view of the question of rate 
increases. While the commission insists 
on reasonable rates for consumers, it is 
cognizant of the fact that the growing 
demand for service requires natural gas 
companies to have sound financial struc- 
tures which will attract new investment: 


The rate of return allowed natural 
gas companies by the FPC represents 
the commission’s best judgment of 
what is fair under the circumstances, 
based upon the evidence and guided by 
the basic facts required by law to be 
considered. The rate of return must 
be sufficient to attract all classes of in- 
vestment capital. The returns earned 
by equity capital committed to public 
utility and other enterprises must, to a 
large extent, meet the judgment of buy- 
ers and sellers in the security mar- 
ae 


As a result of the commission’s stand, 
the investors can feel assured that as costs 
rise, adequate consideration will be given 
to the matter of rate increases. 


| pecan are always concerned, too, 

about the capability of management. 
Indeed, whether or not they invest their 
money depends to a great extent on man- 
agement; that is, on its past record and 
its likely future course. Efficient manage- 
ment is reflected in the efficiency of 
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operations, the reasonableness of rates, 
friendly public relations, and the general 
soundness of the capital structure and 
credit of the company. 

Successful financing of a natural gas 
expansion program, then, is basically a 
sales job by management. Because of the 
large amount of securities sold by natural 
gas companies to finance their construc- 
tion requirement, maintaining good rela- 
tions with bankers, underwriters, security 
dealers, and investors is of the utmost 
importance. These must be well-informed 
about the investment qualities of natural 
gas company securities.* Most individual 
security holders buy securities on the rec- 
ommendation of a commercial banker or 
a security dealer or someone who is act- 
ing on the advice of one or the other of 
the first two. 


URING the decade 1935 to 1945, when 
companies were refinancing securi- 
ties, intensive public relations programs 
were of less importance. During this pe- 
riod most refunding securities were sold 
to institutional investors whose own staffs 
determined the merits of the securities 
offered. 

This observation, of course, does not 
mean that institutional investors do not 
now take a substantial portion of the 
securities; for example, an insurance 
company negotiated with the Texas East- 
ern Transmission Corporation for an en- 
tire issue of its securities. 

Natural gas companies must, however, 
raise substantial amounts of “new” cap- 
ital from the sale of equity securities, 
debentures, and preferred stock which 
may be converted into common. 
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Financial Public Relations Methods 


Se methods by which a company 

may keep its name before bankers 
and dealers are many. Generally, com- 
panies needing large amounts of capital 
require national coverage. It is perhaps 
desirable that each company, by an 
analysis of its security holders, determine 
where its name is favorably known and 
estimate how broad a market is needed 
to raise new funds. The next step is to 
set up a program for contacting security 
dealers. Natural gas companies are aided 
immeasurably when an underwriter agrees 
to become the head of a group of under- 
writers and to act as the “manager” of 
the issue. The head of a group of under- 
writers may, however, be only a contact 
for the company where deliveries and 
payments are made. 

It has been found that the most effec- 
tive method of disseminating information 
is by direct personal contact with banks, 
underwriting associations, and other se- 
curity houses, where the representatives 
may either present data in group meetings 
of dealers or initiate individual discus- 
sions. Some companies retain a financial 
expert on a continuous consulting basis, 
although this practice does not seem to 
be universal in the field. 


6 the importance of keeping the bank- 

ers and security dealers informed 
cannot be overemphasized, for it is a con- 
tinuing process that requires a sustained 
effort by a responsible officer of the com- 
pany.‘ It follows that contacts with bank- 
ers, underwriters, and security dealers 
must not be deferred until a company is 
in the process of expanding and needs ad- 
ditional financing. Rather, the company 
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must already have prepared a market to 
take its securities and, further, to take 
them at a good figure. 

Securities of a transmission company 
sell in the range of yields and price earn- 
ings of other utilities of the same quality ; 
however, since the difference between the 
top and bottom of that range is substan- 
tial, it is financially desirable to make 
every effort to sell securities at the top 
of the range.® « 


— relative quality ratings of exist- 

ing securities have a major influence 
on price in the marketing of new securi- 
ties. As a result, whenever any financing 
is to take place, it is important that such 
rating agencies as Moody’s, Standard & 
Poor’s, and Fitch’s be supplied with ade- 
quate information. To insure that these 
agencies are properly briefed, it is de- 
sirable that a responsible company officer 
visit them periodically to acquaint them 
with current and future financing plans 
and, of course, to answer questions con- 
cerning company affairs.® Such relations 
provide reassurance to individual invest- 
ing groups and enable the natural gas 
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company to finance at the lowest rates 
possible under the current conditions. 

Good investor relations, then, are well- 
planned, not left to chance; and, once 
they are achieved, every effort should be 
made to maintain them. 


Funds Required by the 
Natural Gas Industry 


i¢ the last ten years the total distribu- 
tion and transmission investment in 
plant has approximately tripled to its 
present level of $18 billion. Of more 
significance to this investigation, however, 
is the fact that nearly one-half of this 
$18 billion applies to transmission com- 
panies, which have grown to six and one- 
half times their size of ten years ago. 

In comparing construction expendi- 
tures expected to materialize in the next 
several years with those of the recent 
past, the transmission industry expended 
$648 million in 1955, and $722 million 
in 1956. In 1958 the outlay dropped to 
$715 million, but in 1962 it may rise as 
high as $1,025 million. The American 
Gas Association’s survey for proposed 
expenditures during the period 1959-62 
indicates that the natural gas transmission 
industry plans a total construction of $3.5 
billion, as compared with slightly more 
than $2.8 billion during 1954-58.7 The 
sustained heavy expenditures for new 
transmission lines will complete projects 
in the Pacific Northwest, Florida, and 
Texas, giving almost the entire United 
States access to natural gas. 


7 industry is fortunate in that not 

all construction expenditures require 
outside financing; a considerable portion 
of the needed funds can be derived from 
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sources within the business itself. Major 
construction programs, however, require 
outside financing. A simplified industry 
cash flow statement would show how 
funds are provided to meet construction 
programs. The income statement does 
not reflect the flow of cash in and out 
of a company or a group of companies. 
Depreciation, together with depletion and 
other amortization of previous outlays, 
provides the principal noncash charge in 
the income statement, thereby increasing 
the amount of cash held within the com- 
pany. Another source of cash for financ- 
ing construction is the earnings which 
are not distributed to the stockholders in 
the form of dividends. 

These two sources of cash now provide 
the transmission companies with close to 
$500 million per year, part of which is 
kept in reserve. The funds provided from 
these sources, of course, increase as earn- 
ings and investment in the plant grow. 


_ the amounts of money neces- 

sary for construction exceed these 
internally generated funds, a company 
must issue equity securities and/or as- 
sume long-term debt. For distribution and 
transmission, 37 cents out of every dollar 
is financed by common stock and surplus, 
which are the foundation for the senior 
securities, Preferred stock is a relatively 
unimportant financing medium, amount- 
ing to only seven cents. Debt supports 56 
cents out of every dollar. 

Over the next several years retained 
earnings and depreciation are expected to 
rise while construction outlays may re 
main approximately the same as in 1954- 
58. If these expectations materialize, the 
need for new financing should increase 
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to some extent. Since the annual outlay 
for 1959 reached $809 million, the out- 
side funds required amounted to approxi- 
mately $500 million for the transmission 
industry. 


Capital Structure’ 


N the case of both the transmission and 

distribution industries, the develop- 
ment of capital structure over the last two 
decades and a half is of particular signifi- 
cance. Equity capital in the industry be- 
fore and after World War II represented 
more than 60 per cent of the total invest- 
ment, whereas the debt burden was less 
than 40 per cent. Since that time, the 
weight of the great expansion programs 
financed by borrowing has caused the 
debt to rise to a level of 55 per cent, 
where it has tended to remain. The pro- 
portion of capital raised by common 
equity has decreased from over 60 per 
cent in 1941 to approximately 37 per 
cent. Preferred stock has provided a rela- 
tively insignificant proportion of the total 
throughout the entire period. 

The combined ‘presentation of the capi- 
tal structure of transmission and distribu- 


tion companies cannot reveal the one 
significant difference in the two types of 
business, notably their difference in debt 
structure. The debt level of transmission 
companies, 61.1 per cent, is substantially 
above the combined average. Preferred 
stock again constitutes a relatively in- 
significant proportion, approximately 9.6 
per cent. The most notable difference, of 
course, is found in the smaller reliance 
on common equities. Furthermore, the 
proportion of capital raised through the 
sale of equities has decreased nearly 50 
per cent. 


HERE is a considerable variation of 
capital structure within the group of 
major companies. This variation is dis- 
played in the capital structures of 13 
companies engaged predominantly in the 
sale of gas at wholesale whose annual 
revenues exceed $10 million. Only two 
have a common equity above 35 per cent; 
even with the addition of the preferred 
to common, equity capital remains rela- 
tively low. 
Six of the 13 companies have less than 
25 per cent common equity, which has 
been stated by the Securities and Ex- 
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change Commission and most investors 
as the minimum acceptable level for elec- 
tric utilities. Generally, the owners are 
investing only 25 cents or less out of 
every dollar of capital required for con- 
struction. Debt ratios, including preferred 
which has a high cost, tend to range from 
65 per cent to 75 per cent. 


Debt Financing Preferred 


N recent years, companies financing 

major new pipelines ordinarily have 
raised capital by incurring debt in the 
form of bonds or debentures amounting 
to approximately 75 per cent, the remain- 
ing 25 per cent being divided into com- 
mon and preferred, common, of course, 
being predominant. The trend toward a 
higher and higher ratio of senior securi- 
ties was halted several years ago when 
El Paso Natural Gas applied to the Fed- 
eral Power Commission for a certificate 
to expand its lines by this means. El 
Paso’s equity would have fallen below 
15 per cent. The Federal Power Commis- 
sion does not have jurisdiction over fi- 
nancing as such; but in applications for 
certificates to build the commission does 
require evidence of financing ability and 
feasibility. 

Consequently, the commission would 
not grant a certificate until El Paso 
changed its plan of financing so that no 
more than 75 per cent would be debt. Of 
the remaining portion, at least 15 per cent 
had to be common equity. El Paso 
changed its plans, and from that time the 
unofficial limits have restricted senior se- 
curity pyramiding.” 


(cna are willing to purchase pipe- 
line securities, even though the debt 
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structure is high, because of the nature 
of the business. The transmission com- 
pany, for example, must have firm con- 
tracts to buy gas at one end of the line 
and firm contracts to sell that amount of 
gas at the other before the commission 
will allow it to build a line. The bonds 
are paid off in annual instalments through 
a sinking fund, ordinarily in twenty 
years, although some may be set up for 
twenty-five years. 

At the same time, the cost of the line 
is recovered through the process of de- 
preciation. The noncash charge thus pro- 
vides enough cash to meet the sinking- 
fund requirements each year, except in 
cases where the sinking fund is scheduled 
to retire all bonds in twenty-five years; 
and at the end of twenty years the final 
payment is made, thus causing a balloon 
effect on the payment to be made to the 
sinking fund. Given such safeguards, the 
bondholder is willing to loan a large part 
of the cost of construction. 


Why Common Stock Is Not Sold 


b hew reasons commonly advanced for 
the failure to sell common stock are 
that the market is poor and that the flo- 
tation of common stock is too expensive 
to be justified. Neither of these explana- 
tions is satisfactory, however, because gas 
equities have been selling at high ratios 
to earnings. New offerings have been 
quickly absorbed and soon sold at a pre- 
mium over the offering price. The com- 
mon stock investor is willing to partici- 
pate in such ventures despite the modest 
equity ratio because of the attractiveness 
of leverage. Leverage motivates the is- 
suance of senior securities; but the capi- 
tal structure should not, for the sake of 
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higher return on the common equity, be 
extended to the point that it becomes 
unsound. 

Other reasons for not selling common 
stock originated in certain assumptions 
about the future of our economy. It was 
thought that the prosperity of World 
War II would be followed by depression; 
the need for funds was looked upon as 
temporary, as an emergency that would 
be terminated when the projects under- 
taken were completed. From the point of 
view of a natural gas company, there- 
fore, selling bonds to finance an expan- 
sion was preferable to issuing additional 
common stock because the interest on 
bonds is deductible for tax purposes. 


ty the last decade debt financing at the 

then attractive rates seemed the ap- 
propriate solution for most natural gas 
transmission companies. Sinking-fund 
payments and retirements undertaken 
could easily be met from the noncash de- 
preciation charge and from profits that 
would accrue from the expansion. Time 
would strengthen the weakened capital 
structure by reducing debts to a point 
where the ratios looked better. These 
prognostications, however, proved wrong. 
The effect of the continued high level of 
business activity has caused demand for 
gas to increase instead of level off as ex- 
pected. Thus new and larger facilities 
have been planned and constructed. Thus, 
companies have persistently financed their 
capital needs largely through bond issues, 
thereby maintaining the high debt ratio.” 

The natural gas distribution companies 
have a much more conservative capital 
structure than do the transmission com- 
panies. The debt level for distributors is 


maintained at about 50 per cent, and the 
common equity is maintained around 45 
per cent. 


emacs both in the transmission 
and distribution industries are sel- 
dom financed by preferred stock. Al- 
though many of the preferred stocks are 
supported by sinking funds which will 
retire them and eventually increase the 
common equity ratio, the period of retire- 
ment is usually longer than that of bonds. 
Another reason preferred stocks are not 
popular among firms in the gas industry 
is that their dividend rate must be high 
in order to attract capital. 

The purpose of preferred stock in the 
structure, of course, is to reduce the risk 
consequent on debt.” Debt ratio should 
be kept low enough so that a borrowing 
reserve is available in cases of emergency. 
This is particularly true for the natural 
gas industry, which is obligated to satisfy 
the demands of its customers at all times, 
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even though the need for funds should 
arise when the market for common stock 
is unfavorable. It is not possible to make 
a general statement as to what the capital 
structure in the natural gas industry 
should be: The characteristics of indi- 
vidual companies—extent of integration, 
type of load, territory, property, and ac- 
counting policies—all have such a decided 
influence.”* 


Some Financing Methods of Industry 


He do industrial corporations finance 

their needs? Some corporations use 
bonded indebtedness extensively, and 
others shun it. The Du Pont financial 
policy has been to avoid debt in its finan- 
cial structure; the same statement can be 
made of U. S. Steel, although because 
of a squeeze on working capital this com- 
pany sold $300 million of debentures. 
Other companies think that financing with 
bonds offers certain advantages. Conti- 
nental Can Company raised 25 per cent 
of its total capital by issuance of bonds 
which have a maturity of forty years 
with no sinking-fund requirements. Dow 
Chemical Company raised slightly under 
40 per cent through bonds. Cleveland 
Electric Company, with a triple A rating 
for its bonds, raised as much as 51 per 
cent from this source.” 

During the last ten years, U. S. indus- 
try in general has financed internally the 
major part of its expansion. Now, how- 
ever, there are indications that corpora- 
tions will have to rely more and more 
frequently on the outside money market. 
Corporate long-term debt has nearly dou- 
bled since 1947, $46.1 billion to nearly 
$90 billion. Stockholders’ equity at mar- 
ket (the best measure of what assets are 
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worth), however, has nearly tripled, in- 
creasing from $100 billion to $290 billion. 
Corporate debt is considered low, interest 
payments taking less than 10 per cent of 
gross income and one-third of deprecia- 
tion and amortization. The acceleration 
of corporate debt now depends upon how 
quickly corporate managers lose their 
fear of debt.” 


Common Stock: Its Price and Appraisal 


HE circumstances connected with 

price and appraisal of common stock 
apply to the gas industry. The price of 
common stock represents the collective 
judgment of its worth by buyers and 
sellers in the same market. There are 
many factors which influence investors, 
but they may all be classified under the 
“quantity” and “quality” of future earn- 
ings. If two theoretical companies were 
of equal standing, a buyer would for $2 
of prospective earnings pay twice as much 
as he would for $1 of earnings. 

In reality, two companies are never 
“equals”; for each, variables affect the 
quality of earnings and, consequently, the 
investors’ appraisal of them. One dollar 
of prospective earnings in a sound com- 
pany may be equal in price to $2 or more 
in some other company which is charac- 
terized by poor management and risky 
activities. Some of the variables which 
may affect the quality of future earnings 
are: capitalization, rate structure, com- 
petitive position, managerial ability, and 
growth prospects. These factors cannot 
be measured objectively, yet they weigh 
heavily in the appraisals made in in- 
vestors.”® 

In appraisal one of the common yard- 
sticks is the price-earnings ratio which 
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is computed by dividing the security price 
by the most recently reported twelve 
months’ earnings.”” This method, how- 
ever, fails to take into consideration the 
collective judgment of investors as to 
future earnings, except to the extent that 
past earnings may indicate what can be 
expected in the future.’® Another way of 
relating price to earnings is called the 
earnings-price ratio, which puts common 
stock on the same sort of percentage basis 
as preferred stocks or bonds. The divi- 
dend yield is still another important fac- 
tor determining market price. It has been 
generally found that investors in utility 
securities rate more highly every dollar 
received in dividends than when the same 
amount is held in the surplus and re- 
invested. 


6 he results of investor appraisal of 

natural gas transmission stocks in 
terms of earnings show that earnings- 
price ratios range from 3 to 8.5 per cent, 
an average of 6.3 per cent for the group. 
This means, of course, that the investors 
will average $6.30 of earnings for every 
$100 of funds invested in transmission 








stocks. In an appraisal of dividends for 
the same companies the transmission 
companies have an average yield of ap- 
proximately 4.5 per cent on the market 
price of their stocks to investors. The 
difference between the dividend yield and 
the earning yield represents the amount 
of earnings retained in the business. Since 
this return at today’s market price is the 
lowest the investors have received in a 
number of years, the major transmission 
companies are giving increasing con- 
sideration to common stock as a source 
of capital. 


r should be pointed out that these ra- 

tios do not represent the actual cost of 
common capital when natural gas trans- 
mission companies have to go to the mar- 
ket to raise money for expansion, but 
that they are indicative of the low cost 
of this type of capital. The starting point 
for pricing a new issue of common stock 
is the current market price; the amounts 
actually received, however, are sure to 
fall short of this figure. 

In order to make a large issue attrac- 
tive enough to sell, the issuing company 
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may have to offer the stock at a discount 
from the going market price, especially 
if the shares are being offered to its own 
stockholders. A further discount may 
have to be given to create a value to the 
rights so that stockholders will exercise 
them. Finally, underwriters’ fees and 
legal, accounting, printing, and mailing 
costs are always substantial.” 


Case Studies 


. section presents case studies of 

two natural gas transmission com- 
panies that financed expansion pro- 
grams.*° Company X considered the de- 
sirability and appropriateness of converti- 
ble debentures and the effect of additional 
shares on the capital structure before 
reaching a decision as to the best method 
for financing. Company Y, having com- 
pleted this phase of its financing, adopted 
the best method for its particular condi- 
tions. 


Case 1: Company X 


HE general policy of Company X is 
seen to be directed towards even bal- 
ance between debts and equity in its capi- 
tal structure; the expressed intention of 
management has been to maintain a debt 
ratio which will not exceed 60 per cent 
of the capital structure. Company X’s 
capitalization, excluding outstanding bank 
loans, consists of : 

$232,000,000 45% 

279,000,000 55% 

$511,000,000 100% 
The estimated new capital requirements 
of Company X total approximately $65 
million. If it were to issue $65 million 
of debt, consisting of $40 million of con- 
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vertible debentures and $25 million of 
other debt securities, the company would 
exhaust the senior debt reserve available 
within limits of a 60 per cent debt and 
40 per cent equity capitalization. Upon 
the basis of this ratio, the permissible new 
debt would amount to $69 million: 


$232,000,000 40% 


Equity 

Debt 
Present $279,000,000 
New 69,000,000 


348,000,000 60% 
Total $580,000,000 100% 





| Doiene figures indicate that if $65 mil- 
lion of debt securities were issued, 
the senior debt reserve remaining within 
the limits of a 60-40 equity capitalization 
would be only $4 million. If $40 million 
of common stock were issued, however, 
the senior debt reserve could increase 
correspondingly, amounting to $129 mil- 
lion without disturbing the 60-40 equity 
capitalization. After deduction of the 
contemplated issue of $25 million of 
bonds, the senior reserve would be $104 
million. Thus there would be ample in- 
surance against the day when equity fi- 
nancing would be either impracticable or 
impossible. 

So long as the convertible debentures 
remain outstanding, they form part of the 
senior debt structure of Company X and 
will not be converted until the market 
price of the common stock reaches a prof- 
itable conversion price. Assuming that the 
convertible debentures carry a 4 per cent 
interest rate and that the yield on com- 
mon stock remains at approximately 4.5 
per cent, there is no incentive to convert 
uniess the market price on the common 
stock increases sufficiently to reduce the 
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yield on the debenture. Such an increase, 
however, would dilute the common stock 


equity. 


OMPANY X’s earnings show that the 

dividend of $1.50 per share was ade- 
quately covered by the 19a earnings and 
more than covered by the 19b earnings. 
The statistics, it should be pointed out, 
give no consideration to increased rev- 
enues and earnings contemplated from 
applications for increases. 

Any comparison must be weighed in 
the light of data peculiar to the issuer; 
that is, in the light of the necessity, ap- 
propriateness, and desirability of the pro- 
posed issue. On the basis of such data, 
it appears that an issue of convertible 
debentures is neither desirable nor appro- 
priate for Company X. In the first place, 
an issue of convertible debentures in addi- 
tion to other contemplated debt securities 
would exhaust the company’s margin of 
senior debt reserve available within a 60- 
40 capitalization and would eliminate any 
insurance against the time when equity 
financing might not be possible. Secondly, 
an issue of convertible debentures would 
restrict both future debt and equity fi- 
nancing. A convertible debenture results 
in an overhang of a substantial amount of 
common stock and tends to impair future 


Shares Outstanding : 
Reserved for Conversion: 


Net Income 
Earnings per share .. 
Earnings per share 
including shares re- 
served for conversion 1.45 


Dividends paid 1.325 


equity financing. Finally, the earnings on 
the common stock of Company X point 
to the advisability of an issue of common 
rather than convertible debenture. 


Case 2: Company Y 
CS Y in 19a offered to stock- 
holders $32,220,100 of 43 per cent 
convertible sinking-fund debentures due 
in 1973 on the basis of $100 of deben- 
tures for each 10 shares of common stock. 
The initial conversion price was $28, and 
the market price the day before the pro- 
spectus became effective was quoted at 
263. The debentures were convertible 
into common stock any time prior to June, 
1973, on the basis of $28 per share to 
1958; $30.50 from 1958 to 1963; $33 
from 1963 to 1968; and $35.50 from 
1968 to June, 1973. 
The debenture agreement provided for 
a sinking fund which would start after 
five years and would return 100 per cent 
by maturity. The initial redemption price 
was 105. Of the initial offering, $11,021,- 
800 of the debentures was purchased by 
underwriters. As of May 3lst, 19d, $2,- 
029,930 of the debentures had been con- 
verted. Shown below are statistics rele- 
vant to Company Y’s issue. 


\ 7 "aT was the cost of this security as 
compared with that of common 


3,422,102 
1,222,055 
19¢ 
$6,497,643 
1.89 


19a 
$7,036,615 
2.06 


40 


1.515 1. 
1.40 1.55 


(For the first quarter of 19d earnings were 40 cents per share as com- 


pared with 49 cents in 19c.) 
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stock? In the first place, comparing the 
cost of a convertible debenture issue with 
that of a straight equity issue involves 
a definition of cost. The company’s ex- 
perience has been that the issuance ex- 
pense, when stock is offered to stockhold- 
ers through subscription rights, is about 
1.5 per cent of the gross proceeds. This 
makes a net price to the company of 98.5 
per cent, which is not greatly different 
from the 98.9 per cent received from 
debentures. However, in order to insure 
the success of the subscription, the stock 
usually must be offered at a discount, a 
fact which adds considerably to the effec- 
tive cost of raising capital. 

One of the biggest factors in consider- 
ing the type of security to use in raising 
capital is the cost after issuance. In other 
words, it may have been necessary for 
Company Y to place a 5 per cent coupon 
rate on a straight debenture issue, com- 
pared with a 43 per cent rate on the 
convertible issue, the latter thus appear- 
ing more attractive. And, indeed, money 
market conditions at the time this issue 
was offered made it appear that a 5 per 
cent rate would be required on a straight 
debenture issue. 

‘panectd Y’s decision to issue con- 

vertible debentures rather than some 
other form of security rested on addi- 
tional considerations. Under the terms 
of the first mortgage debenture, Com- 
pany Y was permitted to issue first mort- 
gage bonds up to 60 per cent of cost of 
its mortgageable properties. The other 
40 per cent of the properties, together 
with the company’s working capital, had 
to be provided from surplus, common 
stock, and other securities subsidiary to 
the first mortgage. 
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When Company Y undertook a major 
expansion program, first mortgage se- 
curities were sold to cover the permitted 
60 per cent of the cost. The problem then 
was to decide the best means of provid- 
ing the necessary additional funds. The 
soundest capital structure would be one 
with a minimum of debt and a maximum 
of equity. This structure, however, has 
its disadvantages in that the cost of equity 
capital, whether in common or preferred 
stock, is much higher than the cost of debt 
capital. In view of Company Y’s strong 
earnings position and the somewhat shel- 
tered protection of income through fed- 
eral regulations, it was believed sound 
practice to raise the necessary money 
through the sale of debentures. 


pees the debenture issue converti- 
ble into common stock would in- 
crease the attractiveness of the issue and 
hence result in a lower coupon rate, fur- 
ther reducing cost below that of direct 
equity financing. The conversion feature 
has an additional advantage in that as the 
issue is converted, retirements through 
sinking-fund payments are reduced, there- 
by making additional funds available to 
the company without the necessity of fur- 
ther financing and at the same time auto- 
matically strengthening its capital struc- 
ture. 

Furthermore, the conversion of these 
debentures into common stock during the 
life of the issue would be at prices higher 
than could have been obtained at the time 
the debentures were sold, thereby reduc- 
ing the number of shares required. 


F= Company Y, the cost of debentures 
yielding 43 per cent after federal and 
state income taxes was approximately 
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2.02 per cent. If the company had de- 
cided to issue common stock at $25 per 
share and maintain the same dividend rate 
of $1.40 per share, the cost of the money 
would have been 5.6 per cent. Being in 
a strong enough position to take advan- 
tage of a convertible debenture issue thus 
resulted in considerable savings to the 
company. 

Company Y, of course, considered good 
business conditions essential for the suc- 
cess of any secondary issue of securities. 
Management’s attitude would not be af- 
fected so much by the general level of 
stock market prices as by whether or not 
the market appeared to be firm or rising, 
rather than declining; secondary issues 
are not sold very easily in a weak stock 
market. As a result of its experience with 
convertible debentures, then, Company Y 
presently sees no reason for changing 
terms if it becomes necessary to offer an- 
other issue and if the same economic con- 
ditions should prevail. 


Summary 


HILE minor expansion projects may 
be carried out with funds generated 
within the transmission company, major 
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construction ordinarily requires outside 
financing. To obtain such money, the 
company must provide a carefully planned 
financial and business public relations pro- 
gram designed to allay unwarranted fears 
and misconceptions about decreased earn- 
ings dnd inadequate rates. Precise infor- 
mation, coupled with the fact that the 
Federal Power Commission has strict 
limits concerning capital structure, cre- 
ates the investor confidence necessary to 
raise the huge sums of money required 
annually to conduct the gas business. Con- 
siderations peculiar to the company and 
economic conditions determine the meth- 
od of financing. Convertible debentures, 
for example, are becoming increasingly 


popular. 


(>= the last decade the transmission 
officials have financed mostly through 
debt; they have, consequently, been the 
object of much criticism. Such comment 
inevitably focuses on the alleged ruthless- 
ness of a few men who are more inter- 
ested in quick profits for themselves than 
in sound capital structures for their com- 
panies. Because the interest on bonds is 
deductible for tax purposes and because 
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of the high rate of interest and the “per- 
manent” nature of common stock, this 
criticism seems, on superficial examina- 
tion, to be justified. 


[ is shortsighted, however, to regard 
out of context the decision to sell 
bonds instead of common stock. Trans- 
mission officials considering expansion 
have certainly been aware of the deducti- 
bility of interest on bonds for tax pur- 
poses, but they have also been acutely 
aware of the rapidity with which the 
natural gas industry has grown. Rapid 
growth requires readily available capital, 
and selling common stock freely can de- 
crease earnings to the point where com- 
mon stock will lack a market. Debt fi- 
nancing, one may assume, is better than 
no financing. The companies could, of 
course, turn to preferred stock, but the 
dividend on preferred stock must neces- 
sarily be high in order to attract inves- 
tors. 

In any case, debt financing cannot be 
abused; before granting a certificate of 
convenience, the Federal Power Commis- 
sion must receive proof of sound capital 
structure, and the Securities and Ex- 
change Commission has direct control 
over issuance of securities. 

As indicated above, the holders of com- 
mon stock in a company contemplat- 
ing expansion prefer financing through 
bonds; with bonds, they need not share 
their earnings with “new” holders, as 
would be the case if the financing were 
done through an issue of common stock. 
The investors who buy the bonds also 
benefit; ordinarily they are interested not 
in a quick profit, but in a steady return 
over a long period of time. 

Even the consumer benefits from a 
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bond issue; the burden of maintaining 
high returns for an even greater number 
of holders of common stock does not fall 
on him in the form of boosted rates. 


bees details of financing, from initial 

studies to type of issue, are many and 
tedious. Mastering them requires both 
perseverance and imaginative, aggressive 
thinking. But there is one aspect of fi- 
nancing that is incredibly simple: the 
revolving fund. Officials of one company 
have easily made provision to borrow $25 
million, and those of another $46 million 
from their bankers. The details are set- 
tled later, of course, but basically the loan 
is arranged over the telephone with their 
bankers. For the privilege of having 
readily available such large amounts of 
liquid funds, the transmission companies 
pay one-quarter of one per cent interest 
on the total amount at their disposal; 
when they actually draw on the funds, 
they pay in addition the going rate of in- 
terest in the money market. 

Such funds are worth their cost, since 
they figure strongly in perhaps the most 
important single item in financing an ex- 
pansion; that is, the time at which an 
issue of securities hits the market. As 
J. W. Hargrove of Texas Eastern indi- 
cated during an interview, company offi- 
cials can foresee when they will need 
capital for expansion, and they can de- 
cide whether to issue stock or bonds. They 
cannot, however, control the condition of 
the money market. Should another com- 
pany’s securities drain off, or threaten to 
drain off the available cash, they may 
decide to accelerate or postpone their own 
issue accordingly. Readily available funds 
permit reasonable flexibility in the matter 
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of timing, which, once again, is all im- 
If anyone could predict the 


portant. 


optimum time for a security to hit the 
market, his services would be priceless. 
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AGA 1960 CONVENTION TIMETABLE, 
ATLANTIC CITY, NEW JERSEY 


Sunday, October 9th 
Registration, Convention Hall (till 5 p.m.). 
Festival of Flame Exhibit (till 5 p.m.). 
Boardwalk Parade to Convention Hall, followed by opening 
ceremonies, Festival of Flame. 


Monday, October 10th 
Registration, Convention Hall (till 5 p.m.). 
coi Opening Session, Ballroom, Convention Hall (till 
12 noon). 
— Management Section Luncheon, Borton Hall, Dennis 
otel. 
— Section Meeting, Julia Meade Room, Exhibit 
all. 
Operating Section Meeting, Gold Star Room, Exhibit Hall. 
Joint Session of Industrial and Commercial Gas and Resi- 
dential Gas sections, Blue Star Room, Exhibit Hall. 
Home Service Round Table, Gasarama Room, Exhibit Hall. 
President’s Reception, Entertainment and Dance, Ballroom, 
Convention Hall. 
Tuesday, October 11th 
Home Service Breakfast, American Room, Hotel Traymore. 
Registration, Convention Hall (till 5 p.m.). 
Convention General Session, Ballroom, Convention Hall (till 
12 noon). 
— Luncheon and Party, Renaissance Room, Ambassador 
otel. 
Accounting Section Meeting, Julia Meade Room, Exhibit 


Hall. 
Wednesday, October 12th 
Registration, Convention Hall (till 12 noon). 
enon General Session, Ballroom, Convention Hall (till 
noon). 
Executive Session, Gold Star Room, Exhibit Hall. 
Grand “Festival of Flame’ Luncheon, Ballroom, Convention 
Hall (till 2:30 p.m.). 
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10:00 a.m. 
12 noon 
2:00 p.m. 


8:30 a.m. 
9:45 a.m. 
12:30 p.m. 
2:00 p.m. 


2:00 p.m. 
2:00 p.m. 


2:00 p.m. 
8:30 p.m. 


8:00 a.m. 
8:30 a.m. 
9:45 a.m. 
1:00 p.m. 
2:00 p.m. 
8:30 a.m. 
9:45 am. 


12 noon 
12:30 p.m. 





More than a Fad... 


the Resurrected Gas Lamp 


There is solid marketing motivation in this sudden 
urge to sit under an early General Grant street light. 
Other industries are capitalizing on nostalgia for things 
of yesteryear, so why not gas? It has given the gas in- 
dustry a million dollars worth of publicity as well as 


additional revenue. 


AYBE what the gas industry really 
M needed was a touch of nostalgia 
—the Smiths entertaining the 
Joneses at a backyard barbecue, under 
the light of other days. The resurrected 
street lamp from the first Cleveland ad- 
ministration, for novelty and surprise. 
It will be remembered that, as natural 
gas pipelines began to spread out over 
our fair land, there was considerable de- 
bate about “What the Gas Industry 
Needs.” 


*Professional writer, resident in Washington, 
D. C. For additivnal note, see “Pages with the 
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By JAMES H. COLLINS* 


Gas had an embarrassing growth of 
new customers, like the other utilities, 
and needed capital to build more pipelines, 
and develop that startling new idea in 
plant, underground storage. 

Utility companies needed more distri- 
bution facilities. 

Gas appliances were needed, for com- 
petition, and to provide summer business. 

Gas had its own cost and inflation 
problems, and its rate and regulation 
dilemmas, and maybe above all, needed to 
be better understood by its customers 
and the general public. 

Good brains in the industry went to 
work on these needs, and came up with 
good plans, but, as far as can be dis- 
covered, nobody suggested that what gas 
needed was that old street lamp in the 
Smiths’ backyard. 


- is not only the unexpected that gen- 

erally happens, but it can be counted 
on. Apparently nobody in gas discovered 
the old street light. It was a gift of the 
fairies. A gas company executive saw 
such a thing listed in a catalogue of camp 
equipment, and sent for one, and was 
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amazed at the quality of its light. He saw 
possibilities in its economy. He also saw 
publicity in it. He put these possibilities 
to work for his company. 

In fact, he fired a shot heard round the 
gas world, by offering the city fathers of 
Little Rock replacement of electric street 
lights, with free gas forevermore. He 
was turned down, but, as he says—W. R. 
(Witt) Stephens, of the Arkansas Louisi- 
ana Gas Company, Shreveport—he got a 
million dollars worth of publicity, and 
alerted the gas industry to cash in on this 
sudden popular interest in gas. 


What under the Gas Light Was Like 


i ee oldsters who remember what the 

gas-lit world was like—and there 
are some of them still around—there is 
something quaint about atom-age people 
sitting under a gas street lamp, even 
though it be modernized with an alum- 


inum oxide mantle. 

Gas was for long a flickering yellow 
flame under a little porcelain bell that 
protected the ceiling. A very old boy 
might remember gas footlights lit by a 
stagehand with a torch, to cries of “Supe, 
supe!” from the gallery gods. A little 
later the big gas chandelier was lighted 
with crackling electricity. 

We still speak of hogging the lime- 
light, though there has not been a lime- 
light in a theater for two generations. 
That was gas, bottled oxygen burnt 
against a calcium rod, located in the gal- 
lery, and an actor could not hog it, because 
it lighted the whole stage. It could be 
given a little variety with colored screens, 
blue for moonlight, red for sunrise. There 
would be no spotlights until electricity. 


Why the Smiths should be fascinated 


by gas may be explained by status. It is a 
novelty, and novelty is keenly sought for 
entertaining. But it also suggests ancestry. 
It is like family portraits, or old silver. 
It may give the Joneses the feeling that 
the Smiths’ grandparents lived in a com- 
fortable mansion on Elm street, not so 
many years after the Civil War. Actually, 
the original Smiths may have been land- 
ing at Castle Garden then. Anyway, the 
Joneses are impressed, and tomorrow will 
order a gaslight of their own, and give a 
barbecue to dazzle the Johnsons. 


Gas Might Talk about Its Real Past 


HIs sudden revival of gaslight might 

arouse some nostalgia in the gas busi- 
ness itself, and prompt it to tell the pres- 
ent generation what it has been, Popular- 
ly, people think about gas as something 
that is dead and gone, like whale oil and 
stagecoaches. 

There is no nostalgia about telephones 
or electricity. They had actual inventors, 
whose lives have been commemorated in 
feature movies. Bell and Edison have 
been commemorated in historic anniver- 
saries. 

And in postage stamps! Has gas ever 
had a commemorative postage stamp? Has 
the job of designing our postage stamps, 
in their bewildering variety, been given to 
the genius who used to name Pullman 
cars? If the Post Office sold advertising 
on them, it could probably wipe out its 
deficit tomorrow. 

In its 160 years, the gas business has 
not only had some notable personalities, 
but has been progressive, is more progres- 
sive today, has a great future as well as a 
past, in which the Smiths and Joneses 
might be interested. 
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There used to be a scientific experiment 
that a boy could perform with simple 
apparatus—chiefly a long-stemmed clay 
pipe, a “churchwarden,” perhaps not 
easily found today. He filled the bowl 
with powdered coal, sealed the top with 
wet clay, and put the bowl in a fireplace, 
with the stem sticking out. As the bowl 
got hot, a tiny jet of coal gas came out 
the stem, and could be lighted. When the 
coal burned out, tar or coke was left. The 
tar was to become something comparable 
with alternating current or even transis- 
tors. 


agg had a founding father, long for- 
gotten, but a figure comparable with 
Bell and Edison. He was William Mur- 
dock, often enumerated with English in- 
ventors, though actually a Scot, who 
worked for another Scot, James Watt, 
the observant boy of the steam kettle, 
inventor of the steam engine. The Scots 
make a good deal of this; a handy thing 
to know in going around over there. 
Murdock was an all-around inventor at 
the end of the eighteenth century, made 
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several improvements in Watt’s engines, 
better valves, and a sun-and-planet motion 
that Watt patented. Like Bell and Edison, 
he was interested in ideas in the air in his 
day, among them this distillation of gas 
from coal, for which the boy and the clay 
pipe experiment were like the steam kettle 
to Watt. In 1802 he lighted his own house 
with gas, made on the premises, and a lit- 
tle later he lighted Watt’s engine works 
in London. 


IKE Edison and Bell, he saw that he 
had a service, and this led to the first 
utility, piping gas to customers—which 
was stubbornly opposed by those same 
Londoners, as against nature, and danger- 
ous. Johnny Bull has always stiffened his 
neck over things like the steam loco- 
motive, and railway travel, and even 
umbrellas. 

A good thing for us; it led to our in- 
dependence, and we have inherited some 
of the Johnny Bull. However, Napoleon 
pooh-poohed gas as a “grande folie.” As 
he had done with the submarine. 

Hollywood would unquestionably find 
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plenty of interest in the early days of gas, 
though might want to put in some love 
interest for Murdock and Watt. 


Our First Gas Company Started 
By an Artist 

Penny crossed the Atlantic quickly, 

even in those days of sail. By 1806 
a man named David Melville lighted his 
house in Newport, Rhode Island, with 
gas made in a plant he had contrived 
himself, and got orders for similar plants 
in a cotton mill and a lighthouse. 

But it was not until 1816 that the idea 
of piping gas around to customers ma- 
terialized in this country. And this was 
done, not by an inventor, but by a portrait 
painter, one of the notable Peale family, 
a son of the Charles Willson Peale who 
painted Washington and other prominent 
figures of the post-Revolutionary era. 
This Peale had been a Revolutionary of- 
ficer, was an engraver, and a man of 
ideas, though not an inventor. 

He named his three sons after great 
artists, Rembrandt, Rafael, and Titian. 
They were all artists. Titian was also a 
naturalist, and accompanied exploring ex- 
peditions to Florida, the West, and even 
the South Seas, collecting plants and 
birds. Rembrandt Peale painted Wash- 
ington, Jefferson, and Napoleon, and had 
other interests, among them paleontology, 
through which this country got its first 
gas company. 


HAT led to that was a mastodon 

skeleton that Peale thought would 
be interesting to the public. At that time 
the big bones found lying around were 
thought to be those of Biblical giants. 
Rembrandt . Peale’s skeleton proved that 
they were those of prehistoric animals. 
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He built a museum for his mastodon, and 
as an added attraction lighted it with gas 
—also made on the premises. The public 
was so much more interested in gaslight 
that he started a gas company, in Balti- 
more, where two years before Francis 
Scott Key had written the “Star Spangled 
Banner.” More than one gas company 
around there, to this day, jealously hangs 
onto the word “light” in its corporate 
title, no matter how many mergers it has 
been through in 150 years. 

In this highly specialized age of our 
own, there is now some popular interest 
in the days of the Peales and the Mur- 
docks. For educators are now trying to 
restore some of the humanities in tech- 
nical education, teaching students his- 
tory, literature, sociology, and the like. 
The Murdocks and Peales were called 
“philosophers,” because while scientists 
then were metaphysicians, they had a 
direct interest in people. Our sciences and 
industries are more and more concerned 
with people. Management is discovering 
that it needs philosophers, as well as en- 
gineers and physicists. The young Smiths 
and Joneses will discover this in college 
or “tech,” and recounting the history of 
gas might alert them to opportunities. 


How the Gasworks Became a Brickyard 


_ were no patents in gas mak- 

ing, as in telephony and electricity, 
and therefore no great equipment com- 
panies like Western Electric and General 
Electric. The business grew up as hun- 
dreds of local gas companies, in cities 
and towns. Elsewhere people got along 
with candles and whale oil for lamps. 
Petroleum was still to be discovered. 
There was nothing like research in gas, 
or in industry generally. 
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Still, the next outstanding figure in gas 
was a researcher, an 18-year-old chemical 
student, famous as Sir William Henry 
Perkin, a true-born Englishman, whose 
discovery of aniline dyes is an oft-told 
story which should be brought up to date. 

Young Perkin had no connection with 
the gas business, but became interested in 
its residuary tar, a nuisance. He found 
the first chemical dye in it, and eventually 
the “building block” foundations upon 
which our great chemical industries are 
based today. 

The other day, some agricultural 
chemists succeeded in obtaining a single 
drop of what they called an “attractant.” 
It was collected from the bodies of a half- 
million female gypsy moths. Nobody put 
a cost figure on it, but it is worth more 
than attar of roses, because it will fight 
insect pests like the gypsy moth, supple- 
menting the costly spraying that is being 
used, which is opposed by citizens. 

Such an attractant, in traps, can lure 
male gypsy moths to their death, some- 
thing for a Kinsey report. A single drop 
will not go far, but enables chemists to 
break down its structure, and build a 
cheap synthetic attractant. 


Bryne tar was the first brickyard for 
these chemical building blocks, com- 
plexes of materials stored up by sunlight 
long ago, for the use of Man, when he 
knew enough to find and utilize them. 
Petroleum, natural gas, coal itself and 
shale are other storehouses. 

Tell the chemists what you want, or 
let them find a natural product, like 
glycerin, a by-product of soap making, 
and they will quickly build a synthetic. 
Much of our glycerin today is a petro- 
chemical, and alcohol. 
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In Japan, to add zest to food, a food 
flavoring called monosodium glutamate 
has been used for years. After the war it 
was introduced in this country, and be- 
came popular in the kitchen, and in food 
processing. The Japanese made it from 
grain, but had surplus starch as a by- 
product, not easy to market. So, with the 
building blocks first discovered by young 
Perkin, they are making glutamate from 
petroleum, by a process that leaves no 
surplus by-product. 

Some scientists believe that when we 
know about how nature laid away all 
these materials from sunlight, we will be 
able to explain how the universe was 
created. 

“That will be the day!” say other 
scientists. 


Gas Came Up with the First Motors 


Ov chapter in the story of gas that 

has been utterly forgotten, even in 
the industry itself, is very short but might 
be retold to bring back to this generation 
some good old days that it never knew. 
Living in the present days of universal 
power, with motors built into every tool 
and gadget, even to open a can, it might 
impart a thrill of thankfulness. 
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Anyway, the 1870’s were an age of 
steam, which brought a thrill. Steam had 
just taken the first passengers across the 
continent, through buffalo herds. Steam 
had just fought a modern war, especially 
at sea. Steam was laying the foundations 
for mass production. Steam was progress, 
and people reveled in it. 

There was Jules Verne, who calculated 
that with steam it was possible to go 
around the world in eighty days, his first 
successful story. But steam would not do 
for Captain Nemo, in the “Nautilus,” so 
he used his imagination to power his sub- 
marine with electricity. And a queer kind 
it was—wholly in the realm of fiction. 
In 1851 a German physicist had developed 
the “Ruhmkorff coil,” an early form of 
battery. It would hardly make a good car 
battery today, but it took Captain Nemo 
20,000 leagues. Nobody in that day knew 
enough about electricity to criticize the 


story. 


em of that day read dime novels writ- 

ten by an American “science” author 
who created a mechanical man, who drew 
a chariot at railroad speed, chasing 
Indians. Are there any kids still around 
who remember “Frank Reade and His 
Steam Man”? This author soon converted 
to electricity, for gyro airships, exploring 
unknown continents, chasing natives. His 
electricity was something like Jules 
Verne’s, 

That was a power-starved age. Steam 
was all right for railroads and factories, 
but little concerns that wanted fractional 
horsepower to run a few sewing ma- 
chines had only small steam engines, with 
manifest disadvantages, such as slow fir- 
ing up, belting, and danger of explosion. 
American industry was moving away 


from mill dams, getting nearer customers, 
and presently the Yankee tin peddler 
would be replaced by advertising and 
national distribution. 

In Germany, in the 1860’s, an early 
internal combustion engine had been de- 
veloped by Nikolaus Otto, who improved 
it in the 1870's. It ran on city gas, and 
was the first form of power that could be 
bought from a utility company. The Otto 
engine was large, called for a considerable 
investment, but its four-cycle voice could 
be identified even today, in traffic: “Blip- 
blip-blip-bang!” Had there been finance 
companies, and had utility companies had 
their present spirit of selling . . . 

However, then came Edison, with the 
electric motor. 


When Gas Inherited the Kitchen Stove 


uT, in the backyard, eating ham- 

burgers under the gas lamp, the first 
they have ever seen, the Jones kids ask 
questions. “What’s the big idea? Is gas 
any better than electric light?” So Jim 
Smith tells them a bedtime story: 

“Once upon a time,” he says, “before 
I was born, people lit their houses, and 
stores, and the streets, with gas. There 
wasn’t any other kind of light until 
Thomas A. Edison invented electricity. 
Then gas disappeared. Electricity was 
modern. Gas never came back.” 

In the general population, as econo- 
mists say, this yarn is widely believed. 
“What became of the gas companies?” 
the Jones kids might ask, and ought to be 
told. 

Whether this fairy story has been cul- 
tivated for competitive purposes, to in- 
still the popular belief that gas was done 
away with, whether the gas industry suf- 
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fers from an inferiority complex in con- 
sequence . 

It isn’t true, and people ought to be 
told how the loss of its lighting load 
stimulated progress in the gas business. 

For city kids, the cow is now a zoo 
animal. Many of them have never seen 
one, and assume that milk comes in bot- 
tles, preferably chocolate flavor. 

There are millions of grown-up city 
kids who, along the same line, would go 
to a “Good Old Times” show staged by a 
gas company. It would display the old 
coal and wood-burning kitchen range, with 
its hot water reservoir at the back, the 
base burner in the parlor, the coal hods, 
and ash cans and shovels and other tools 
for cooking and heating the hardest way. 
In contrast, there would be the latest gas 
equipment. There might be an old gaso- 
line stove, the first effort to do away with 
drudgery—which Grandma was afraid of. 


ioe point of such a show would be to 
emphasize the progressiveness of gas, 
and the enormous conversion job per- 
formed by gas when it lost its lighting 
load. 
Instead of the popular notion that elec- 
tricity and gas are in a battle for each 
other’s customers, the real situation would 
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be better understood—that both have been 
working to develop different resources, 
and both have grown and prospered on 
the supposed competition. 

The Welsbach mantle could be made 
interesting as an interlude. 

If the Jones kids, in high school, were 
suddenly asked to name a half-dozen of 
the rare earth elements put at the bottom 
of the table, to get them out of the way, 
they would certainly flunk. One of the 
great advances of pure science, in the 
nineteenth century, was the creating of 
the table of elements by Dalton and 
Mendeleev. Many of the 92 elements in 
their arrangement were still missing. 
Mendeleev confidently predicted that they 
would be found. 

Baron Welsbach led in discovering 
Nos. 57 to 71, filling a big hole in the 
table. He must have been asked the classic 
question, “Praseodymium? What is it 
good for?” His answer was to turn the 
flickering yellow gas jet into soft white 
light. 


Nostalgia Can Be Put to Work 


HILE the Arkansas Louisiana Gas 
Company (Arkla) is a utility, it dif- 
fers from most gas companies, especially 
those with a million meters, serving an 
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exploding population. Sixty per cent of its 
business is in natural gas, much of which 
it produces and distributes to meter cus- 
tomers through its own pipelines—which 
gives it freedom from underground stor- 
age problems of utility companies with 
larger volume, at a distance. There are 
also cost advantages in its direct-to-cus- 
tomers service. It is also in oil, with serv- 
ice stations, and is active in exploring for 
gas and oil. It manufactures gas appli- 
ances and other things, and is intent upon 
finding industries and jobs for communi- 
ties in its territory. 

This territory is made up of small 
towns in Arkansas, northern Louisiana, 
and a corner of Texas. The new census 
will probably show between six and seven 
million population. It has only two cities, 
Shreveport and Little Rock. 

Arkla is a Johnny-come-lately com- 
pany, dating back to 1954, when Witt 
Stephens acquired an oil company, with 
profits of $1.8 million that year. In 1959 
its profits reached $100 million, about 
one-third from nonutility departments. 


Ws the good fairies dropped the 
camp gaslight into his lap, Stephens 
instantly saw the possibilities in its 
novelty, and popular interest. He saw the 
values in its nostalgic appeal. Nostalgia 
is a basic consumer motivation, which 
other industries are utilizing in selling, 
and making money with. 

For example, there is Disneyland. For 
years Walt Disney incubated the idea of 
an amusement park where people could 
live in the past, travel on a Mississippi 
river boat with Mark Twain, stand up to 
a bar in a western town and drink coke. 
There were times when it seemed as 
though he were trying to hatch a china 


egg, for it would take millions to finance 
it on the scale he pictured. But its basic 
appeal was there. Every American kid 
now wants to see Disneyland, and to for- 
eign visitors it outranks even Niagara 
Falls. There was the kid from Moscow, 
who was told he couldn’t go! 

Witness the outcry that goes up when 
some old building is to be torn down. It 
has outlived its original purpose, is about 
to fall anyway, the land it stands on is 
needed for a parking lot, or a substation. 
But sentimental citizens get out and picket 
for its preservation. Surveys generally 
show that this sentiment is not very deep. 
When the old structure is gone, it will die 
down, which is worth knowing when such 
uproars arise in utility construction. 

“There goes another old hysterical 
landmark!” sighed a utility manager, 
after his company had weathered such a 
storm. 


yo the sentiment for the few old 
gas lamps still to be found in some 

communities. The citizenry insist that 
they be cherished. Witness the boom in 
Civil War reading—in a country that has 
since passed through four more wars. 

Whether these reversions to other days 
are due to greater leisure, education, more 
reading, television, is a question. They are 
bedrock, and can be relied upon. 

“The gaslight is a status symbol,” says 
an Arkla executive. “Where else can you 
buy status for $30?” 


The “Pizen” Is Sarsaparilla 


I the spirit of the thing, Stephens be- 

came nostalgic himself, and thought a 
buggy on his father’s farm would be a 
touch of the good old days. 
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But where could you go to buy a 
buggy? Would it have to be a vintage rig, 
from an old barn, like the ancient motor- 
cars prized by collectors? 

Somebody directed him to a surviving 
buggy works in Indiana, where he bought 
a buggy. He bought the works, and an- 
other that had survived, and moved them 
down to give an industry and jobs to the 
Arkansas town of Emmet, employing 
about fifty town people. 

With a buggy factory on your hands, 
where do you look for customers? A 
market survey disclosed a scattered de- 
mand for about 1,000 buggies yearly. The 
movies buy them for period pictures. So 
do television producers. There is a horsey 
set that needs buggies. And advertising 
people find publicity uses for them. 

The buggy works also makes harness, 
and it has been found that there is still 
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a demand for another American item that 
people laugh at, but buy—the rocking 
chair. Emmet makes rocking chairs, and 
several blind workers have jobs caning 
them. 

Price tags on buggies range from $205 
for a slat cart to $775 for a three-seater 
surrey with fringe, rubber tires, and all. 

Emmet has been turned into a gaslit 
horse-and-buggy town, with blacksmith 
shop, gristmill, jail. Motorists see 
atomic-age America stop by for gas, at a 
company service station, and treat each 
other at a soft drink bar. They really go 
back, for the beverage is sarsaparilla. 


Calling All Other Gas Companies! 


re is widely engaged in manufac- 
turing. With the purchase of Servel 
three years ago, Mr. Stephens eased the 


You Should 
See Our New 





MORE THAN A FAD... THE RESURRECTED GAS LAMP 


gas industry’s competitive handicap on 
refrigeration and conditioning. Its Evans- 
ville, Indiana, plant is a center for gas 
equipment research and invention, and the 
company has manufacturing enterprises 
in its utility territory—makes cement, 
chemicals, fiberglas products. Manufac- 
turing enterprises have been located in 
Arkla towns, and as jobs are created, resi- 
dences are built, meters increased—last 
year the company added around 12,000 
meters, many of them industrial. Its $100 
million 1959 revenue was roughly two- 
thirds natural gas, one-third manufactur- 
ing. 


oon his mail order gaslight was some- 
thing more than a fad, Stephens im- 
mediately began manufacturing lamps, 
for his own and other companies to sell. 
Right away, unsuspected lighting uses 
were found. Its beauty and economy make 
it a prime residential article for outdoor 
lighting. It is excellent light for churches, 
halls, markets, and parks. New designs 
are steadily developed, and present sales 
are running up toward 200,000 yearly. 
Gas control, turning the lamps up and 
down according to daylight, has been de- 
veloped, using flame-generated electricity, 
and the company has just lately gone into 
a larger field with gas signs, something 
truly competitive. Ever since the days of 


the single bulb shop sign, reflected from 
a short word, “EATS,” there has been 
a demand for economy as well as nov- 
elty in shop signs. The Arkla “Gasign” 
has both, is automatically controlled, and, 
although introduced only last December, 
has already begun going to town. It is 
believed that the potential market is un- 
limited. 


,. is demonstrating the progressive- 

ness of gas with such projects as 
the Coachman’s Inn, opened last year, in 
downtown. Little Rock. It is a luxury 
motel, and everything except indoor light- 
ing is done with city gas, which furnishes 
outdoor lighting. The place is conditioned 
with Arkla equipment, heating as well as 
cooling, and Nikolaus Otto might like to 
sleep there. For all electricity is generated 
by gas power. 

Witt Stephens has appointed himself 
as general sales director for the entire in- 
dustry, giving it new things to sell, and 
training its sales people in Evansville and 
Little Rock. He estimates that gas com- 
panies have three times as many trained 
sales people today as they had a year ago 
—and is constantly increasing the num- 
ber capable of going out and doing a pro- 
fessional job. 

Briefly, gas seems to have got itself a 
boy! 





oe tax rates breed a host of uneconomic practices. The 52 per 

cent tax on corporate earnings is an eloquent example. The inefficiencies 
and extravagances committed under the absolving license of 'What does it 
cost after taxes?’ have softened the tone of a whole business generation. The 
habit of automatically converting every proposed expenditure—including wage 
and salary increases—into 48-cent dollars does not make for managerial 
keenness."' 


—EXCERPT from The Morgan Guaranty Survey, 
published by Morgan Guaranty Trust 
Company of New York. 
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Is House Regulatory Probe 
Nearing the End? 


pone are rumors circulating around 
Washington to the effect that the 
end is in sight for the House Legislative 
Oversight Subcommittee. Reports are to 
the effect that regardless of who wins the 
presidential election, the subcommittee, 
which has critically examined the major 
federal regulatory commissions, has done 
its work and early next year will turn 
over its remaining leads and files to the 
full House Interstate and Foreign Com- 
merce Committee for any further legis- 
lation which might be necessary. 

There are, of course, political cynics 
who say that the real reason is that 
the subcommittee has been milked of 
its campaign capital. But it is generally 
agreed that much useful and important in- 
formation came to light during the some- 
what hectic two years of the subcommit- 
tee’s investigations. 

Representative Harris (Democrat, Ar- 
kansas), who would still head the House 
group assuming that the Democrats or- 
ganize the next House of Representatives, 
is said to feel that most of the basic in- 
formation required by the full House 
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Washington and 
the Utilities 


Interstate and Foreign Commerce Com- 
mittee, to carry out work on needed legis- 
lation, has been assembled. Routine com- 
mittee hearings in the new Congress could 
fill in any gaps and the present subcom- 
mittee investigation staff could then be 
disbanded. Harris declined to take this 
view publicly, pointing out that the new 
Congress will present “a new situation.” 


fees will, of course, be more legis- 

lation flowing, at least indirectly, 
from the subcommittee’s investigation to 
date. Already on the statute books are 
laws banning “payola” and rigged quiz 
shows which were some of the more sen- 
sational revelations of the subcommittee’s 
work. It would be necessary for the 
House to take affirmative action to re- 
activate the special subcommittee. House 
Speaker Rayburn (Texas), who would 
resume that post in a Democratic Con- 
gress, is not regarded as enthusiastic over 
carrying on the special subcommittee’s 
investigations. If by any chance the Re- 
publicans should organize the next House, 
a new lease on life for the Legislative 
Oversight Subcommittee would be even 
less likely. 
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Still pending before the subcommittee 
are a few matters, such as alleged ir- 
regularities in the regulation of the truck- 
ing industry by the Interstate Commerce 
Commission. Various alternative bills to 
correct procedural shortcomings of the 
federal regulatory commissions are still 
marking time, although technically killed 
by the adjournment of the 86th Congress. 
But attention from these has been di- 
verted, temporarily at least, by the recent 
action of President Eisenhower in setting 
up a conference of the “big six” regula- 
tory agencies to study ways of speeding 
up their work. There is a possibility that 
such a conference of regulators, practi- 
tioners, etc., might be able to work out 
a system of rules and regulations which 
would not require very much, if any, new 
statutory reinforcement from Congress. 
Neither of the rival presidential candi- 
dates has shown any particular interest in 
this general subject. All bills in Congress, 
of course, will have to be reintroduced 
next year and both the House and Sen- 
ate would have to authorize their respec- 
tive special investigation activities, if they 
so desire, independently of White House 
approval. 

» 


Municipal Gas Elections 


| gerwes the past year, two elections in 
widely separated parts of the United 
States have been won by gas companies 
opposing municipal ownership advocates. 
The first, in Corpus Christi, Texas, was a 
franchise election in which Houston 
Natural Gas Company was pitted against 
the yardstick of an adjacent municipal 
operation. The second, in Knox, Indiana, 
involved the authorization of a new mu- 
nicipal utility to serve the town. The 
municipal ownership proposal in Knox 
was defeated 812 to 233, a margin of 
4 to 1; and, Northern Indiana Public 


Service Company, the utility which sought 
to serve the community, received a fran- 
chise late in June. 

In Corpus Christi, a unique situation 
faced Houston Natural. For twenty years, 
the company has carried on its gas dis- 
tribution business in outlying areas of 
the city, starting with wartime service to 
the sprawling Corpus Christi Naval Air 
Station. Since 1922, however, the city 
itself has had a municipal gas utility— 
supplied first from local wells, then by 
Republic Natural Gas Company, and 
finally, in recent years, by Houston Nat- 
ural in the dual role of city gate gas 
supplier. 

Municipal ownership has created a 
series of crises dating back to 1944, when 
Houston Natural’s growing business first 
collided with the city’s desire to grow 
through the familiar route of annexation. 
During the ensuing fourteen years, the 
company endured a series of emergencies 
involving short-term franchises, problem- 
solving commissions, and swaps back and 
forth of facilities. 


HE situation came to a head late in 

1958 when the city council decided to 
exercise a 1955 option to purchase Hous- 
ton Natural’s property within the city 
limits. It was the council’s act which pre- 
cipitated, at last, a decisive election vote 
on the company’s future. 

In January, 1959, an intensive public 
opinion poll was taken for the company. 
The results indicated a 2-to-1 advantage, 
but a substantial undecided vote. This 
was not enough. The election was called 
for July 11th. In the short interval, the 
company called upon its friends’ resources 
and its own to organize what became one 
of the most effective utility election cam- 
paigns on record—with 90 per cent of it 
based on the proven good citizenship of 
the company. 
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The January opinion poll showed that 
the most potentially damaging feeling 
about the company was that it was con- 
sidered an “‘outsider’”—even after twenty 
years of service. Therefore, the company 
based its campaign on the proven facts 
of its community citizenship. 

Just before the election, a series of 
newspaper advertisements was run fea- 
turing the names of 273 prominent citi- 
zens who favored the company. Suppliers 
and other companies with which Houston 
Natural had business associations wrote 
to their friends, business and personal, 
among the city’s voters to urge a favor- 
able vote for the franchise. Employees 
throughout the company’s system wrote 
or sent post cards to friends and relatives 
in Corpus Christi asking them to support 
Houston Natural. The same effort was 
made among local stockholders. 


HE final result was that on election 

day the city voted 13 to 1 in favor 
of the franchise—a far cry from the 
2-to-1 indicated majority. According to 
the Corpus Christi Caller-Times, a total 
of 6,563 votes were cast—some 2,000 
more than the experts thought possible 
in this type of election. The tally was 
6,095 for and 460 against a 30-year fran- 
chise for Houston Natural. The mayor 
said it appeared the council had a clear 
mandate to write up a 30-year franchise. 
His election day statement was later 
borne out by the council’s action. 


¥ 


FPC Notes Record Pipeline 
Building 
HE Federal Power Commission has 
authorized construction of $846,- 
677,000 in new interstate natural gas 
transmission facilities, including nearly 
9,400 miles of pipeline during fiscal 1960. 
So reported FPC Chairman Kuykendall 
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last month. The authorized transmission 
building adds more than 10 per cent to 
the total dollar investment in all inter- 
state pipeline facilities approved by the 
FPC since 1942, when the present certifi- 
cate provisions of the Natural Gas Act 
became effective. The new facilities are 
designed, Kuykendall said, to add more 
than 3,250,000,000 cubic feet daily to the 
natural gas delivery capacity of the na- 
tion’s individual transmission systems. He 
said that 120 cities of 50,000 population 
or more would benefit from these new 
pipeline projects. 

The largest single authorization during 
the 1960 fiscal year was that issued to 
Transwestern Pipeline Company of 
Houston, Texas, for a new Texas-to- 
California transmission system. The in- 
crease in gas delivery capacity in fiscal 
1960, while setting a record high, was 
only slightly more than the previous year, 
Kuykendall pointed out. There have also 
been an increasing number of projects 
that involve the improvement and assur- 
ance of continuity of service through the 
acquisition of new and additional gas 
reserves, the expansion of storage facili- 
ties, and the rearrangement and replace- 
ment of less efficient and antiquated 
facilities. More and more underground 
storage would increase utilization of 
maximum capacity. 


» 


Political Side Lights Affecting 


Gas 


be Democratic vice presidential can- 
didate, Senator Johnson, denies that 
the election of Senator Kennedy would 
mean the end or the curtailment of the 
274 per cent depletion allowance for taxes. 
Senator Johnson stated flatly that the 
Democratic platform contains nothing to 
suggest a reduction in the depletion allow- 
ance. Johnson interpreted the language in 
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the platform as applying to “tax loop- 
holes” generally, and said that “oil and 
gas were not even mentioned in the plat- 
form plank.” He suggested critics read the 
platform. The passage in question actually 
contains the following sentence: 


Among the more conspicuous loop- 
holes are depletion allowances which 
are inequitable, special consideration 
for recipients of dividend income, and 
deductions for extravagent “business 
expenses” which have reached scandal- 
Ous proportions. 


~ Secretary of Interior Seaton said last 
month in Texas that he favors retention 
of the 274 per cent oil and gas depletion 
allowance. The Texas reaction was en- 
thusiastic. Seaton said if the Republicans 
win in November there would not be any 
bills tampering with depletion coming out 
of the White House. Seaton was told that 
Senator Smathers (Florida) and Repre- 
sentative Ikard (Texas), both Democrats, 
had said that a Democratic administration 
would not press for a reduction in the 
allowance. Seaton did not know whether 
Senator Kennedy would concur in this 
idea. 


a Seaton has announced that 
the new helium conservation program 
authorized by Congress is “‘so vital to the 
future of the nation” that the government 
will go ahead on its own if private industry 
will not take part. The new law permitsthe 
government to make contracts with private 
industry for the purchase of helium on a 
long-term basis. Funds to get the program 
under way are not yet available. However, 
Seaton said he would ask for specific au- 
thority to borrow money from the Treas- 
ury when the next Congress convenes. 


Another aspect of the program involv- 
ing helium is the conservation of about 
52 billion cubic feet of the lighter-than-air 
gas, which is now being wasted in natural 
gas fuel. The natural gas industry has 
been reported as generally favorably dis- 
posed to co-operating with the Interior 
Department. Helium plants are to be built 
along the transcontinental pipelines, prin- 
cipally lines carrying gas from the Hugo- 
ton fields of Kansas and Oklahoma, and 
the Panhandle of Texas, it was reported. 


i 


Midwestern to Sell Temporary 
Gas to American Louisiana 


Nn FPC examiner, Samuel Binder, filed 
a decision on September 8th, subject 
to review by the commission, authorizing 
Midwestern Gas Transmission Company, 
of Houston, Texas, to sell natural gas to 
American Louisiana Pipe Line Company, 
of Detroit, Michigan. The authorization 
permits the sale and purchase of up to 80 
million cubic feet of surplus interruptible 
gas per day on an “as, when, and if avail- 
able basis,” at 28.33 cents per thousand 
cubic feet. The FPC, on June 15th, 
granted Midwestern temporary authority 
to make the proposed sale. 

The gas will be taken by American 
Louisiana at an existing interconnection 
in Spencer county, Indiana, and delivered 
to two affiliates—Michigan Consolidated 
Gas Company and Michigan Wisconsin 
Pipe Line Company, both of Detroit. The 
affiliated companies will inject the gas into 
storage for later use during peak periods. 
Binder said it was clear from the evidence 
that there is a need for this gas by the 
American Louisiana system, at least for 
the period covered by the proposal, and 
that it will serve the public interest to 
permit the sale. 
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Telephone Automation Report 
a congressional Subcommittee on 

Automation and Energy Resources of 
the Joint Economic Committee has re- 
ceived a number of reports regarding the 
progress and implications of automation 
in the telephone industry. An extensive 
report was filed by the American Tele- 
phone and Telegraph Company on be- 
half of the Bell system companies. The 
reports represent an updating of testi- 
mony on the subject which was given to 
the committee some five years ago. 

AT&T’s report points out that since 
1920 automation has been advancing 
through the installation of the dial sys- 
tem. About 96 per cent of the 59 mil- 
lion Bell system telephones are now dial- 
operated as compared with 85 per cent in 
1955. About 730,000 persons are working 
in the Bell system companies which repre- 
sent more than two and one-half times 
the number employed in 1920 when con- 
version to the dial system began. 

As a result of automation, service has 
improved, the report states. A three- 
minute, coast-to-coast call took as long as 
ten minutes to place and cost $16.50 in 
1920. Today the same call can be placed 
in less than a minute and costs only $2.25. 

The report stressed that automation 
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Telephone and 


Telegraph 


has improved service while keeping the 
cost of service down. Not only has long- 
distance service improved but local serv- 
ice also has benefited from the techno- 
logical advances of automation. In 1956 
the first transatlantic telephone cable en- 
abled AT&T to provide voice circuits that 
equal the best land-line circuits. 


NOTHER benefit of automation has 
been the creation of new industries 
and vast contributions to the national de- 
fense. As an illustration of this, the re- 
port notes the development of transistors 
which replace vacuum tubes. This indus- 
try, born only a few years ago, is esti- 
mated to have had gross sales last year 
in the neighborhood of $500 million. 
Some 90 companies are active in the field, 
accounting for some 40,000 employed 
persons. The national defense has bene- 
fited from the Bell system’s work on such 
projects as SAGE air defense system, 
the DEW line, the Nike Ajax rocket, 
and solar batteries on the Vanguard I 
satellite. 
The effect of automation on invest- 
ment and business was also noted and 
the report states: 


Savings of the American people 
must continue to be attracted into the 
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telephone business if this nation is to 
have the communications services it 
needs. In 1959 expenditures for con- 
struction totaled $2,250,000,000. This 
year we will spend $2.6 billion. Al- 
though these expenditures will be main- 
ly for growth, there will be large 
amounts expended for improvements 
and automation. Construction pro- 
grams of this size require that the busi- 
ness attract nearly $1 billion of new 
capital each year. 


Probably the area of employment causes 
more concern than any other when the 
subject of automation is brought up. The 
AT&T report indicates that employment 
has risen and that the employment of a 
large number of people is possible because 
automation has enabled the line on costs 
to be held down. This has allowed the 
industry to furnish telephone service at 
a price which nearly every American 
household can afford. The report states 
that without automation telephone serv- 
ices would long ago have been priced out 
of reach of a large number of subscribers. 


B hea has been a reduction of oper- 
ators but this has been offset by addi- 
tions to the work force. In the past five 
years, annual wages, salaries, and other 
payments to employees have increased by 
$997 million, reflecting not only higher 
wages and benefits but also increased 
numbers of persons employed. 

The report forecasts that within the 
next few years the number of dial tele- 
phones will reach almost 100 per cent. 
Also the direct distance dialing system 
will be expanded. An expanded ocean 
cable system will also be initiated in the 
next few years, including links to Ber- 
muda, the Caribbean, South America, the 
Far East, and Europe. AT&T also indi- 
cates that radiotelephone communications 


using satellites are in the not too distant 
future. 

It is AT&T’s opinion that automation 
will continue to change the nature of some 
telephone jobs. However, it is expected 
that these changes will be of an evolution- 
ary nature which will minimize any ad- 
verse effect of such changes on personnel. 


> 


Western Union Plans 
Record Outlay 


L jaro Union is planning a $105 
million expansion program for next 
year, the greatest in its history, a company 
official announced in Washington last 
month. Edward F. Sanger, vice president 
of public relations of the telegraph com- 
pany, outlined the record capital outlay 
in a talk before the twelfth National 
Mutual Fund Dealers Conference. He 
stated : 


We are pushing rapidly ahead with 
the greatest building and expansion 
program in our history. Net capital ex- 
penditures of $105 million for plant 
and equipment are scheduled for next 
year, on top of $45 million this year. 

We are constructing a new coast-to- 
coast microwave network that will han- 
dle every known form of electronic 
communication, including facsimile, 
and vastly increase our capacity. 

We are building the world’s largest 
and most sophisticated data system, 
called COMLOGNET, for the Air 
Force and, at the same time, are rapid- 
ly expanding our new direct-dial telex 
service to reach 127 cities by 1962. 


Sanger told the mutual fund dealers 
that many revolutionary changes can be 
expected in the field of electronic com- 
munications. “The science and technology 
of communications are destined to change 
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more radically in the next ten years than 
they have in the past fifty, due to the con- 
tinued growth in computers and electronic 
data processing,” he said. 


e 


FCC Upholds “Option Time” 


BY the narrowly divided vote of 4 to 3, 
the Federal Communications Com- 
mission has granted television networks 
an important verdict by upholding the 
continued use of “option time” contracts. 
Option time contracts are those between 
TV networks and affiliated stations under 
which the stations agree to accept and 
broadcast network programs during desig- 
nated hours—usually the prime viewing 
hours between 8 p.m. and 11 p.m. This 
enables networks to assure national ad- 
vertisers that the programs they sponsor 
will be broadcast at desired times. 

In condoning the practice, the four- 
man FCC majority—Commissioners Lee, 
Craven, Cross, and King—ruled option 
time “‘is reasonably necessary for success- 
ful network operations and is in the pub- 
lic interest.” Nevertheless, the group 
placed some new restrictions on the prac- 
tice. 

Chairman Ford and Commissioners 
Hyde and Bartley, the dissenters, sided 
with the Justice Department in concluding 
that option time violates the Sherman 
Antitrust Act. By putting the commission 
in “apparent conflict” with the antitrust 
laws, the dissenters warned, the majority 
opinion “undertakes to sanction the pro- 
tection” of networks and could lead to 
more extensive federal regulation of 
broadcasting. 

Option time is still subject to further 
action against it by Justice Department 
trust-busters. The FCC majority opinion 
conceded that the commission has no 


power to pass on “antitrust issues as 
such.” Therefore, its opinion can neither 
bind the Justice Department nor prevent 
any court from ruling that option time 
violates the antitrust laws. But the ma- 
jority ordered new option time restric- 
tions which it contended “will expand the 
freedom of program choice of affiliated 
stations and the competitive opportunities 
of non-network elements while at the 
same time not endangering television net- 
work operations.” 


HE restrictions: Reduce to ten hours 

from twelve hours the total daily 
time that a TV station may option to net- 
works. The cutback slices option time to 
two and one-half hours from three hours 
in each of four segments of the broadcast 
day: 8 a.m. to 1 p.m.; 1 P.M. to 6 P.M.; 
6 p.m. to 11 p.m.; and 11 p.m. to 8 A.M. 
Decree that “straddle” programs—those 
partly within and partly outside option 
time—will not count as option time for 
those portions outside the hours allotted 
for network programing. Take, for ex- 
ample, a station that agrees to option the 
time between 8 p.m. and 10.30 p.m. If it 
carries a network program between 7.30 
P.M. and 8.30 p.M., the half hour between 
7.30 and 8 does not count as option time. 
The network still is entitled to the time 
until 10.30 P.M. 

Give stations more flexibility, ranging 
from twenty-eight days to 119 days, to 
advise networks whether they agree to 
option time; past rules had set a flat 56- 
day limit. Grant a station the right to re- 
fuse to broadcast a network program even 
though the network has an option on the 
time involved. Permit a station to substi- 
tute a program it considers to be of 
greater “local or national importance” for 
a network program even though the time 
has been optioned. 
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Financial News 


and Comment 


By OWEN ELY 


Net Income of Pipeline. 
Companies up 19.8 Per Cent 


|” Gg gas pipeline companies made 
an excellent showing for the twelve 
months ended June 30, 1960, with net in- 
come gain nearly one-fifth. According to 
FPC Release No. 11108, the number of 
consumers increased 5.9 per cent and total 
Mcf sales about 9 per cent, while revenues 
gained 17.6 per cent. Under the heading 
of revenue deductions, production ex- 
penses and cost of purchased gas were up 
20.1 per cent, while other expenses in- 
creased in smaller proportion, the gain for 
total expenses being 15.8 per cent. Depre- 
ciation, depletion, and amortization in- 
creased 14.4 per cent. Total taxes gained 
29.7 but a substantial part of this gain was 
due to the increased provision for deferred 
taxes which rose from $35.8 million to 
$56.4 million. 

Total deductions from revenues were 
thus up 17.2 per cent, slightly less than 
the gain in revenues. Miscellaneous income 
showed a substantial increase, pushing the 
gain in gross income to 20 per cent. In- 
terest charges on long-term debt were up 
14 per cent; but with a substantial decline 
in the credit for interest charged to con- 
struction, total income deductions were 
up 20.4 per cent; the resulting gain in net 
income was 19.8 per cent. Net gas utility 
plant at $7,110 million was up 6.2 per cent ; 


construction work in progress as of June 
30th was only $341 million, about half that 
of the previous year. 


- hese March weather had helped push 
monthly gas sales in that month to 
10.4 billion therms, 16 per cent over a year 
ago and the highest ever recorded in a sin- 
gle month. The 1.2 million new house- 
heating customers also explained the 
increase ; consumption by residential, com- 
mercial, and other customers showed a 25.7 
per cent increase, while the gain in indus- 
trial sales was less than one per cent. 

As shown in our accompanying table, 
“Financial Data on Gas Utility Stocks,” 
page 573, the latest interim earnings state- 
ments for pipeline and integrated gas sys- 
tems show an average unweighted gain 
of 13 per cent in earnings per share over 
the previous twelve months’ periods, and 
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the same gain is shown for retail gas dis- 
tributors. While some of these gains are 
doubtless due to increased revenues col- 
lected under bond (resulting from rate in- 
creases added to the FPC backlog for 
future determination), as well as more 
favorable weather conditions, nevertheless 
they indicate that the industry is still grow- 
ing rapidly and maintaining a healthy 
earnings trend. This has resulted in better 
prices for gas utility stocks: As of Sep- 
tember 14th Standard & Poor’s index of 
six pipeline stocks stood at 69.72 com- 
pared with the year’s range of 70.25- 
62.20. The index of 11 gas-distributing 
stocks made a new high of 53.36 com- 
pared with this year’s low of 46.84. 


¥ 


Coal versus —_— Political 
Feud? 


O' the four major sources of national 
energy, gas increased from 13.7 per 
cent of the total in 1945 to 30.9 per cent 
in 1959, and petroleum from 30.7 per cent 
to 37 per cent, while coal dropped from 
51.1 to 27.9 per cent and water power re- 
mained about even at a little over 4 per 
cent. Gas has, therefore, enjoyed a phe- 
nomenal growth due mainly to increased 
use for house heating; the number of cus- 
tomers has increased about 3 per cent per 
annum, while increasing use per customer 
accounted for the remainder of the 8 per 
cent gain in sales. 

As a result of losing ground, coal in- 
terests have turned to Washington for 
political help. Their representatives have 
intervened in various hearings before the 
Federal Power Commission regarding the 
expansion of gas pipelines, etc., and they 
have been attempting to have a joint con- 
gressional committee set up to study a 
“National Fuel Policy,” obviously de- 
signed to favor the coal industry. 

The Empire Trust Company’s Letter of 
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August, 1960, discusses this campaign and 
urges that consumers be allowed to retain 
“freedom of choice in a free economy.” 
President Henry C. Brunie points out that 
the American worker has ten times more 
available power than the average work- 
man elsewhere in the world, and our great 
national economy has been built up 
through the incentive of competition rath- 
er than as a regimented economy. In the 
past twenty years our production and per- 
sonal income per capita have almost 
tripled. With only 6 per cent of the world’s 
population we use nearly 40 per cent of 
the world’s mechanical energy. 


fw problem of energy resources is not 
new—Congress has been investigat- 
ing it almost continuously since the 1930’s, 
with many thousands of pages of congres- 
sional testimony. In fact a current investi- 
gation is being carried on by the Joint 
Economic Committee’s Subcommittee on 
Automation and Energy Resources. Gov- 
ernment agencies and private organiza- 
tions have reached the general conclusion 
that exhaustion of oil resources is not a 
cause for concern at present and that the 
consumer should retain freedom of choice 
in using fuels. 

But the advocates of Senate Resolution 
73 (and a companion House measure) 
were not merely seeking further study of 
fuels—what they really wanted was “op- 
timal allocation” of various fuel and en- 
ergy resources “to their most productive 
economic uses.” This means federal regu- 
lation to restrict the uses for each energy 
and dictate the markets in which it can 
and cannot be sold. An example of such a 
move has been the effort to prevent Con- 
solidated Edison and some other utilities 
from using gas for boiler fuel on the plea 
that it should be retained for residential 
and commercial use. 


Mr. Brunie states: 
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More simply, government-enforced 
end-use controls could mean that certain 
classes of consumers would be prohib- 
ited from burning oil or natural gas and 
compelled to burn coal. This is supposed 
to be done to conserve our energy re- 
sources. Oil and gas are too valuable, it 
is claimed, to be used for any but the 
most important purposes. Therefore the 
government must direct that coal be 
burned wherever possible for inferior 
purposes to save oil and gas. .. . End- 
use controls thus establish monopoly 
markets, restrain competition, and tend 
to eliminate competitive pricing when 
they eliminate the freedom to sell and 
the freedom to buy. 


HE agitation for a new fuel policy is 
based on the prediction that oil and 

gas reserves are being used up faster than 
coal. It is contended that we now have 
oil reserves sufficient to last only thirteen 
years and gas adequate for twenty-three 
years, while coal reserves will last for cen- 
turies, it is claimed. We have been hear- 
ing this kind of forecast since 1925, Mr. 
Brunie points out, yet no scarcity of oil and 
gas has yet occurred. A distinction should 
be recognized between the reserves. No 
further deposits of coal are likely to be 
found, hence these reserves are “static.” 
Moreover, estimates of recoverable coal 
reserves have been going down for the past 
forty years and the U. S. Geographical 
Survey now estimates recoverable coal at 
less than a trillion tons compared with 
the estimate of 3.5 trillion in 1918; and 
even this figure has been scaled down to 
as little as 30 billion tons based on terms 
of price competition with competing fuels. 
On the o4her hand, oil and gas reserve 
figures are based only on deposits discov- 
ered thus far, and on present-day methods 
of recovering oil and gas. Despite rapidly 
increasing use of oil and gas, discoveries 


of new fields and further development of 
present fields, together with new methods 
of increasing the transfer of oil and gas 
to the surface, have resulted in a steady 
increase in proven reserves. Large new 
reservoirs of oil and gas continue to await 
discovery both in Canada and the United 
States and the tremendous deposits of 
shale are an additional reserve. 


Me BRUNIE points out that so long as 
the nation avoids tax policies and 
restrictive controls that would create artifi- 
cial obstacles to the exploration for oil and 
gas, they will continue to be abundant. 
With this assured, competition rather than 
control is the best method of meeting the 
nation’s energy needs best, at lower cost. 

While coal’s “study” resolution aimed 
at a national fuels policy in its own inter- 
est expired in committee, it appears likely 
that the effort may be renewed in January 
when the new 87th Congress convenes. 
While nothing was done in the recent ses- 
sion about the 273 per cent depletion al- 
lowance, this will doubtless also come up 
for discussion, in connection with the pro- 
posed general overhaul of the Tax Code. 

Maintenance of the 274 per cent oil and 
gas depletion allowance is naturally of 
great importance to gas producers. Secre- 
tary of Interior Seaton stated recently in 
Texas that he favored its retention and 
that if the Republicans win in November, 
there will not be any bills tampering with 
depletion originating in the White House. 
The attitude of the Democratic presiden- 
tial candidate is said to remain somewhat 
in doubt at this time. 


> 


Is a New Recession 
Shaping Up? 
HERE have been three moderate re- 


cessions in the postwar period—1949, 
1954, and 1958—when the FRB index de- 
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clined 5 per cent, 6 per cent, and 7 per 
cent (on a calendar year basis), respec- 
tively. Now a new one—well advertised in 
advance, like hurricanes Donna and Ethel 
—seems to be creeping on us, presumably 
to be known as the 1961 recession. The 
stock market is discounting it—the Dow- 
Jones industrial average penetrating 600 
after holding at this resistance level on 
three previous occasions. Is the recession 
inevitable, or can we maintain the present 
plateau of business prosperity? 

The Federal Reserve Index held at 109 
in August compared with 110 in July, 109 
in June, and 111 in January. On the other 
hand, the Times weekly index has de- 
clined from 233 in January to 209 recent- 
ly, and Business Week’s index dipped 
from 161 in February to 145 (the latter 
comparing with 150 a year ago). The prin- 
cipal laggard, of course, has been steel, 
but now it is predicted that operations will 
rebound to 54 per cent in the week be- 
ginning September 19th, compared with 
49 per cent two weeks earlier. 


_ grains of comfort are the 10 per 
cent increase in sales of new cars in 
the first one-third of September, and the 
optimistic plans of motor manufacturers 
to step up production—they are giving 
dealers bonuses to get rid of heavy stocks 
of old models. Housing starts in August 
were 8 per cent over July—though down 
12 per cent from 1959. Machine-tool 
builders are hopeful of a full pickup in 
orders, but have their fingers crossed. Re- 
tail trade has made a good showing until 
recently and the 2 per cent dip in the week 
ended September 10th is attributed to hur- 
ricane Donna. Personal income continued 
to gain moderately in August to a new 
record high of $407.6 billion. Federal pay- 
rolls are increasing and the Department 
of Defense has about $500 million in de- 
fense contracts which can be “thrown into 
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the hopper” before election if necessary. 
There is some concern over unemploy- 
ment, now close to 6 per cent, but employ- 
ment figures also remain high, though 
there is said to be an increasing amount 
of “part-time” work. Weak spots are Cali- 
fornia and Washington (due to reduced 
aircraft and lumber production), Detroit 
(due to increased automation of the auto- 
motive industry), and the steel and cop- 
per-lead-zinc mining areas. Industries said 
to be suffering from increased imports are 
glass, china, pottery, and plywood. 


(= basic difficulty appears to be the 
reduction of inventory-sales ratios by 
industry. According to Business Week 
(September 3rd), the ratio of inventories 
to sales for all trade and manufacturing 
companies has declined from the 1949-57 
average of 1.56 to a current level of 1.45. 
One reason is that profit margins have 
been slipping and manufacturers are 
“tightening up.” Computers are being in- 
troduced to make more efficient use of in- 
ventories and thereby reduce stocks on 
hand. A more important factor is that 
deliveries in many cases have now speeded 
up, especially in steel. This is aided by 
the growth of private truck fleets which 
offer “unitized” control of deliveries and 
production; the railroads have also im- 
proved their delivery schedules, Finally, 
the relatively stable price level makes it 
unnecessary to build inventories as a hedge 
against higher prices. This new develop- 
ment, while discouraging during this re- 
adjustment period, in the long run may 
help to stabilize the economy, Business 
Week points out. 

The duration of the present recession 
may, therefore, depend somewhat on the 
length of time required to complete this 
adjustment. The longer-term outlook will 
depend as usual on domestic and interna- 
tional politics, resulting fiscal and arma- 
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ment policies, and the extent of the general 
public’s confidence in the strength and sta- 
bility of the economy. 


* 


Municipal Ownership of Gas 
Making Inroads in Florida 


a municipalities are actively tak- 
ing over new markets for natural gas 
in Florida; at least 24 municipal gas util- 
ities are now in operation or under con- 
struction, obtaining gas from the new 
Houston Corporation lines. Prior to the 
entry of Houston’s pipelines, Florida’s 
larger cities were taken care of by a few 
established manufactured gas utilities, 
while some resort and rural areas used 
LP-gas. But the entry of natural gas did 
not bring an immediate changeover be- 
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cause the average cost of gas is rather 
high (being transported from Texas and 
Louisiana) and some of the LP-gas deal- 
ers are continuing to fight for business. 
Anticipated construction of new pipeline 
facilities by Houston Corporation (on 
which hearings have been under way with 
the FPC) will bring gas to many addi- 
tional Florida municipalities. 

There are now only 17 investor-owned 
gas distribution systems in Florida but sev- 
eral of these serve a number of commu- 
nities so that their total number of custom- 
ers still exceeds those of the municipal 
utilities by a wide margin. Moreover, some 
municipalities, including Plantation, Lake 
Wales, and Dade City, have voted down 
municipal ownership, allowing private en- 
terprise to do the job. 


FINANCIAL DATA ON GAS UTILITY STOCKS 


Annual 9/14/60 Dive 
Rev. Price dend 
(Mill.) About Rate 
Pipeline and Integrated Systems 
$ 6 O Ala. Tenn. Nat. Gas.... 24 $1.20 
227 S American Nat. Gas ..... 73 2.60 
111 A Ark-Louisiana Gas ..... 35 1.00 
62 O Colo. Interstate Gas .... 39 EZot 
465 S Columbia Gas System .. 21 1.00 
21 O Commonwealth N. G. .. 24 1.10 
324 S Consol, Nat. Gas ....... 49 2.20 
452 S$ El Paso Nat. Gas ...... 34 1.30 
55 S Equitable Gas .......... 39 1.85 
oo © Houston N. G. ......... 31 80 
24 O Kansas Nebr. Nat. Gas. 24 1.04 
125 S Lone Star Gas ........ 43 1.80 
88 S Miss. River Fuel ....... 34 1.60 
31 S Montana Dakota Util. ... 30 1.20 
29 O Mountain Fuel Supply .. 28 1.20 
94 S Natl. Fuel Gas ......... 24 1.20 
159 S Northern Nat. Gas ..... 32 1.40 
43 S Oklahoma Nat. Gas .... 30 1.24 
137 S Panhandle East. P. L. .. 44 1.80 
226 S_ Peoples G. L. & Coke .. 65 2.60 
33 O Pioneer Natural Gas ... 26 88 
122 S Southern Nat. Gas ..... 39 2.00 
46 O Southern Union Gas .... 25 LIZ 
463 S Tenn. Gas Trans, ...... 22 1.10 
296 O ‘Texas East. Trans. .... 32 1.40 
116 S Texas Gas Trans. ...... 32 1.40 
147, O Transcont. Gas P. L.... 22 1.20b 
354 S United Gas Corp. ...... 33 1.50 
PAVETACES: 6.00 o600 53-0 














Approx. 
Recent Per Cent Increase Price- Div. Common 
Approx. Share In Share Earn. Earn. Pay- Steck 

teld Earns. Recent 5-yr. Aver. Ratio out = Equity 
5.0% $1.57Je 8% 8% 15.3 76% 43 
3.6 4.78]Je 10 7 15:3 54 40 
2.9 1.71Je 11 50 20.5 59 40 
BV 1.77Je NC 11 22.0 71 26 
48 1.53Je 11 6 13,7 65 45 
4.6 1.76Je i2 6 13.6 63 52 
4.5 3.45Je 12 3 14.2 64 58 
3.8 1.66De 3 11 20.5 78 21 
4.7 2.51Je D4 11 15.5 74 46 
2.6 1.84Jy 57 22 16.8 43 20 
4.3 1.85Je 22 6 13.0 56 36 
4.2 2.41Je 4 6 17.8 75 43 
47 2.19De iz 5 15.5 as 50 
4.0 1.95Je 10 5 15.4 62 30 
4.3 1.82Je 3 4 15.4 66 53 
5.0 1.74Je D9 6 13.8 69 52 
4.4 2.15Je 26 7 14.9 65 32 
4.1 2.19Je 13 5 13.7 57 34 
4.1 3.30De 18 9 13.3 55 38 
4.0 4.33Je 10 8 15.0 60 43 
3.4 1.40De 27 9 18.6 63 41 
5.1 2.10Je 7 — 18.6 95 36 
4.5 1.50De 7 3 16.7 75 29 
5.0 1.30Jy 29 17 17.0 85 26 
44 2.47Je 24 4 Oe SF 21 
4.4 2.47Je 24 + 13.0 57 21 
5.5 1.18Je Z 6 18.2 102 20 
4.5 2.16Je D8 2 15.3 70 41 
4.3% 13% 9% 15.9 67% 
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Annual 
Rev. 
(Mill.) 


$6,771 
377 
51 
288 
380 
1,040 
128 
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Retail Distributors 


Alabama Gas .....ce0s 
Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas ... 
Central Elec. & Gas . 

Cent. Indiana Gas ...... 
Chattanooga Gas 
Elizabethtown Gas 
(Sas eTVICEcsssciccics 
Baartiond (609 6cscéss00s 
Haverhill Gas 
Indiana Gas & Water ... 
Staclede Wga8 6 os.sccwses 
Mich. Gas Utils. ... 
Minneapolis Gas ....... 
Miss. Valley Gas ....... 
Mobile Gas Service ..... 
New Haven Gas ....... 
New Jersey Nat. Gas .. 
Northern Illinois Gas . 
North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting ........ 
Piedmont Nat. Gas ..... 
Portland Gas LA. cs.csss 
Providence Gas ........ 
Rio Grande Valley Gas . 
So. Atlantic Gas 
So. Jersey Gas 
United Gas Improvement 
Wash. Gas Light ....... 
WWA5H. SURI ASAS ..0%s0%0 
Western Ky. Gas 
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9/14/60 Dive 


Price dend 
About Rate 
32 = $1.60 
39 1.80 
20 1.00 
30 1.68 
21 1.00 
29 1.20 
28 1.20 
15 80 
. 
39 1.60 
36 LE F4 
49 2.00 
28 1.60 
23 1.00b 
24 1.05 
15 .60 
33 1.55 
25 1.20 
26 1.10 
39 2.00 
27 .90 
42 1.20 
12 65 
ee 84 
53 2.40 
15 50 
16 75m 
1 56 
4 16 
4 80 
28 1.00 
51 2.40 

1 2.40 
27 1.00 
21 80 


A s. 
teld 


% 


5.0 
4.6 
5.0 
5.6 
4.8 
4.1 
4.3 
5.3 
4.1 
4.8 
4.1 
5.7 
4.3 
4.4 
4.0 
4.7 
48 
4.2 
5.1 
3.3 
2.9 
5.4 
3.8 
4.5 
3.3 
4.7 
| 
4.0 
5.7 
3.6 
4.7 
4.7 
FC 
3.8 





4.5% 


3 


Recent 
Share 
Earns. 


$2.79Je 
3.60] y 
1.18My 
2.05Je 
1.22De 
*1.78Je 
1.94]Je 
I5Je 
44My 
3.36Ap 
2.75Au 
2.90Ma 
2.00Je 
1.63Jy 
1.63Je 
1.10Je 
2.28Je 
1.93Ma 
1.46Je 
3.24De 
*1.60Je 
2.13Jy 
1.15Ma 
*1.60Je 
3.16Je 
.88Ma 
1.93De 
.65De 
30Je 
.87De 
1.42Je 
3.41Je 
4.18Je 
1.62Je 
1.95Je 
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Per Cent Increase Price- 
In Share Earn. 
Recent 5-yr. Aver. Ratio 


40% 
50 
D19 
D22 
D6 
*9 





13% 


Earn. 





1% 11.5 
6 108 
6 169 
5 146 
14 «172 
*6 *163 
9 144 
~~ 15.8 
— 102 
11 11.6 
Ss 41 
— 170 
12 140 
> 14.1 
8 147 
5 13.6 
— 145 
— 129 
4 178 
5 12.0 
*12 *17.0 
14 =198 
10 +104 
*11 13.8 
2 168 
— 170 
13 8.3 
> 16.9 
7 133 
— 161 
13 19.7 
10 ~=—:15.0 
3 12.2 
20 3=16.7 
15 108 
6% 14.9 





FINANCIAL DATA ON TELEPHONE, WATER, AND TRANSIT STOCKS 


Communications 


American T.&T. (Cons.) 
Bell Tel. of Canada .... 
Cin. & Sub. Bell Tel. ... 
Mountain Sts. T.&T. ... 
New Eng. T.&T. ...... 
atine Aaee.suisesende 
So. New Eng. Tel. ..... 


pe 


Independents 


Anglo-Canadian Tel. .... 
erate (ol. Tel, ..3.<.. 
Caht; Sater, Tel. .6.5.0 





9/14/60 Divi- Recent 
Price dend Approx. Share 
About Rate teld Earns. 
95 $3.30 3.5% +$5.36My 
49 2.20 45 2.39De 
95 4.50 4.7 5.57De 
26 .90 aD 1.29My 
38 1.72 45 2.28Je 
29 1.14 3.9 1.39My 
46 2.20 48 2.51De 

4.2% 
38 $1.20 3.2% $3.47Je 
47 2.20 4.7 3.08Je 
14 70 5.0 49Je 





574 


Per Cent Increase Price- 
In Share Earn. 
Recent 5-yr. Aver. Ratio 


8% 
12 


8 
15 
> 

7 
D3 


7% 





10% 
46 
DS50 


4% 417.7 
20.5 





2 «17:1 
7 202 

7 167 

6 20.9 

5 183 
4% 188 
21% 11.0 
— 153 
NC 286 


Earn. 





pic. Cooam 
Pay- Stock 
out Equity 
57% 35 
50 39 
85 41 
82 48 
82 41 
67 42 
62 18 
a 58 
i 44 
48 79 
63 35 
69 51 
80 53 
61 46 
64 38 
55 |r 
68 43 
62 37 
75 38 
62 68 
56 36 
56 42 
57 60 
53 36 
76 41 
57 27 
39 27 
86 48 
53 46 
92 30 
70 51 
70 49 
67 39 
62 38 
36 36 
65% 

Div. a > 
Pay- Stock 
out Equity 
62% 64 
92 62 
81 77 
70 59 
75 59 
82 5/7 
88 65 
78% 

35% 44 
71 28 
143 24 
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med ae ; g 4/60 ~~ y yr seg ¥~ ¢ - — —- Dee. Fa onmon 
’e 1 *. n" TK. rn. je 
< (Mill.) (Continued) About Rate if ihe Eves. Recent ph ‘aor: Ratio phe Squits 
25.0. Gat Water & Tel.... 30 136 . 45 1.84Je D1 5 16.3 74 36 
5 22 @ ‘Gentral: Tels. .csaew ccs 23 88b 3.8 1.60Te 6 — 14.4 55 33 
> 5 O Commonwealth Tel. .... 22 50 864.1 1.47De 9 8 15.0 61 35 
1 DB: 6) Weiorida Lely. <...ni0s0e8s 26 1.00 38 1.32De 32 4 19.7 76 40 
g 1,081 S General Tel. & Elec. ... 29 76 26 1.10Je _ 10 726.4 69 43 
i 23 O Hawaiian Telephone .... 22 1.00 4.5 71.37Jy 8 4 416.0 73 45 
> 8 O Inter-Mountain Tel. .... 16 80 5.0 77De = D15 — 208 104 53 
g 9 A Puerto Rico Telephone . 54 1.80 a0 1.93De D1 — 28.0 93 42 
" Zo S Rochester Tel... 0.06. 24 100 42 1.48]e D7 5 16.2 67 36 
4 12 O Southwestern St. Tel. .. 26 1.20 4.6 1.60Je Z 3 16.3 i bs 42 
9 13 O Tel. Service of Ohio ... 29 Jog: 22 1.31Je 40 S$ <221 ZF 32 
5 42 O United Utilities ........ 46 1.45 a2 1.95De 19 14 23.6 74 «939 
i 1S @ ‘West Coast Tel... ..050. 27 120 44 1.90]e 21 5 14.2 63 37 
3 276 S Western Union ........ 45 140 3.1 2.59De 31 15 17.4 54 = 87 
; Averages .......... 3.8% 8% 7% 189 68% 
7 
3 Water Companies 
7 Holding Companies 
; 48 S American Water Works. 22 $ .80 3.6% $1.24Je 5% 7% 17.7 65% 19 
5 Operating Companies 
2 5 O Bridgeport Hydraulic... 37 $1.70 46% $1.86De 6% 5% 199 91% 53 
0 17 O Calif, Water Service ... 27 1.20 4.4 1.58Jy D9 6 ie 76 37 
6 5 O Elizabethtown Water ... 26 1.20 46 2.20De 17 — 18 5S @& 
1 12 S Hackensack Water ..... 53 240 4.5 *4.36De *32 *6) “122 55 35 
7 10 O Indianapolis Water ..... 26 1.20s 4.6 1.70Je 20 5 15.3 70 3634 
7 6 °O Jamaica Water o.60.5<: 43 2.20 5.1 3.12Je D4 17 13.8 71 28 
8 5 O New Haven Water ..... 67 3.40 Sa 2.91De D12 — 23:0 197 55 
6 2 O Ohio Water Service .... 27 1.50b 5.6 1.61Je D9 — 16.8 93 33 
D 11 O Phila. & Sub. Water .... 58 1.80s 3.1 3.31Je 20 5 175 54 29 
1 3 O Plainfield Un. Water ... 20 1.10 55 2.31De 44 12 8.7 43 66 
) 5 (© ‘San jose Water ccccscs.c 39 L309 33 2.25]Ty D3 10 17.3 58 41 
) 11 O Scranton-Springbrook ... 26 1.20 46 1.79Je 9 6 14.5 67 29 
3 7 O South. Calif, Water .... 22 100 4.5 1.38Je 15 8 Iso 7 36 
) 4 O Southern Gas & Water . 22 80d 3.6 172My 24 5 12.8 47 19 
VETAQES sic shssic ee 4.5% 12% 6% 155 69% 
Transit Companies 
21 O Baltimore Transit ...... 73 _ —  $1.02De 72% 11% 74 — 45 
12 O Cincinnati Transit ...... 74 $.30 40% 91De 193 — 8.2 33% 56 
66 S_ Fifth Ave. Lines ...... 17 1.00t 5.9 23De — -- —- — 65 
322 S Greyhound Corp. ....... 24 1.00a 4.2 1.81De D5 7 13.3 55 62 
26° S Wat City Eines 5.606 26 ~=—- 2.00 TL 2.22De 33 a 11.7 9 92 
70%. 13 O Niagara Frontier Trans. 13 .60 4.6 76De aan oo 17.1 19 67 
~~ 20 A Pittsburgh Rys. ........ 11 29 23 a — —- — 9 
uity 6 O Rochester Transit ...... 7 40> Si7 1.08De 26 — 65 37 100 
Br 1 SE OUIS Es Siw cccae css 10 80 8.0 77De 13 _ 13.0 104 93 
1s S Twn Ciy KR. 1. occcswsc 11 100 9.1 59De 146 _ 18.6 170 65 
3 BOO Ulitted Transit: ...2.60666 6 70 11.7 89De 18 2 6.7 79 54 
) pee 
4 Averages .......... 6.3% 52% 2% 114 81% 
} 
) A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change, Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
) gust; Se—September; Oc—October; N—November; De—December. *Deferred taxes resulting from Jib- 
eralized depreciation are not normalized. If normalized, the price-earnings ratio would be higher, and the 
rate of increase in share earnings would be smaller. {On average shares, D—Decrease. a—Also 10 per 
cent stock dividend October 24, 1960. b—Also 30 per cent stock dividend December, 1959, 2 per cent stock 
dividend September 30, 1960. d—Also 1 per cent stock dividend quarterly. e—Also 3 per cent stock divi- 
' dend January 7; 1960. m—Also 10 per cent stock dividend January 15, 1960. q—Also 3 per cent stock 
} dividend December 31, 1959. r—Also 40 per cent dividend June 13, 1960. s—Also 10 per cent stock divi- 
! dend March 31, 1960. t—Paid to date, NC—Not comparable. 
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What Others Think 


The Phillips Decision—Six Years Later 


OMETIME ago, William E. Torkelson, 
chief counsel of the public service 
commission of Wisconsin, made some ob- 
servations regarding the Phillips case. He 
spoke before the Governors’ Conference 
on Natural Gas, which met in Los An- 
geles, California. 

Mr. Torkelson stated that the public 
service commission of Wisconsin became 
involved in the Phillips case early in 1950 
when a protest was filed with the Federal 
Power Commission against the result of 
contract changes which had been re- 
negotiated between Phillips Petroleum and 
the Michigan Wisconsin Pipe Line Com- 
pany. Due to Michigan Wisconsin’s in- 
ability to meet certain construction dead- 
lines, Phillips was able to boost its contract 
price 70 per cent—from 5 cents to 
8.5 cents per Mcf. Also a spiral escala- 
tion clause was incorporated in Phillips 
contract. Mr. Torkelson states: 


These events demonstrated that the 
ultimate consumer at the far end of 
the pipeline could have no effective 
regulatory protection unless the rates 
at which the gas suppliers sold their 
gas to the pipeline were regulated by 
an appropriate regulatory agency. The 
Supreme Court had only stated the 
obvious in the Interstate case (Inter- 
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state Nat. Gas Co. v. Federal Power 
Commission, 331 US 682, 693) when, 
in referring to the sale of gas in the 
field to an interstate pipeline, it said: 
“Unreasonable charges exacted at this 
stage of the interstate movement be- 
come perpetuated in large part in fixed 
items of costs which must be covered 
by rates charged subsequent purchasers 
of the gas, including the ultimate con- 
sumer.” Effective regulation requires 
that there be no gap in the regulatory 
scheme at either the production or the 
consumer end of the pipeline. 


le 1954 the U. S. Supreme Court 

(Phillips Petroleum Co. v. Wisconsin, 
347 US 672, 3 PUR3d 129) confirmed 
the opinion that any person—and this in- 
cluded producers—making sales of nat- 
ural gas in interstate commerce for resale 
was a “natural gas company.” This, of 
course, established that the FPC had 
jurisdiction in the matter and the case 
was remanded to that body to fix the 
rates which Phillips might charge. 

It is stated by Mr. Torkelson that the 
FPC has made it no secret that the Phil- 
lips case has given the commission a job 
which is not reasonably possible to per- 
form and which is increased in difficulty 
by too many interverners. Mr. Torkelson 
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believes that a good many of the com- 
mission’s problems are of its own mak- 
ing and that some of the delay has been 
because of the hope that Congress would 
intervene with amendments to the Natural 
Gas Act. 

It is stated by Mr. Torkelson that at no 
time since 1954 has the FPC shown any 
“firm” inclination to adopt and apply 
basic regulatory principles in the regula- 
tion of producers. It is Mr. Torkelson’s 
belief that there is no reason why these 
principles could not be applied and he 
stated that the only objector is the indus- 
try which fears that it would not receive 
high enough rates if such principles were 
applied. 


M®* TORKELSON also charged that the 
commission has refused to use the 
principles laid down in various court de- 
cisions and has also failed to apply its 
own past precedents. 

It is Mr. Torkelson’s belief that the 
result of these policies has been: (1) an 
increase in the number of rate filings 
which might not have been received had 
the FPC made it clear that it would fol- 
low basic regulatory policies; and (2) an 
increase in the complexity and the length 
of such cases. As an illustration of this 
position he stated: 


The point we desire to make can be 
illustrated by an example. In Wiscon- 
sin it has been made clear that the 
“present fair value” doctrine is not ac- 
ceptable and that the rate base would 
comprise the actual depreciated invest- 
ment. As a result, no one files a rate 
application based on a “present fair 
value” rate base and when a rate case is 
presented, the rate base figure sub- 
mitted is, with rare exceptions, one 
based on actual depreciated investment 
and hence is uncontested. As a result, 
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many potential rate cases are not 
started, and when a rate case is pre- 
sented its length and complexity are 
reduced by lack of controversy over the 
rate base issue. 


Mr. Torkelson charged that even when 
the commission had taken an initially 
firm stand in the interest of the consum- 
ing public it had invited trouble and ad- 
ditional rate proceedings by backing down 
from its previous position. In defense 
of his position Mr. Torkelson cited a 
number of cases before the FPC. 


HIS attitude, Mr. Torkelson believes, 

places the industry in the position of 
making rate filings that cannot be justi- 
fied on the basis of cost in the hope that 
the FPC will approve them despite what 
the courts have said. Thus, he stated, 
filings are on a speculative basis. Such 
filings add to the volume that the com- 
mission must process and this could have 
been prevented, in his opinion, had the 
FPC indicated that filings that did not 
meet its standards would stand no chance. 


Regarding the matter of interveners, 
Mr. Torkelson suggests that they should 
be welcomed, assuming that they make 
their presentations in a constructive man- 
ner. He also suggested that in many 
cases intervention is prompted by lack of 
confidence in the commission. He stated 
that if the FPC would “hew to the line,” 
there would be many cases where inter- 
vention could be dispensed with. How- 
ever, he pointed out that as things now 
stand those who are interested in natural 
gas matters find it necessary to intervene 
to protect themselves and to join in an 
effort to urge the continuation of prin- 
ciples they believe correct. 

Another invitation to litigation, Mr. 
Torkelson believes, has been the failure 
of the FPC to exercise its rate condition- 
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ing powers in certificate cases. This 
failure, he stated, coupled with the failure 
to hold down increases resulting from 
favored-nation and other types of escala- 
tion clauses, places just about every 
existing gas purchase contract in 
jeopardy. 


M:* TORKELSON concedes that the diffi- 
culties thrust upon the commission 
by the Phillips decision are troublesome. 
However, he maintains that a good many 
of these difficulties are the result of a 
refusal to “firmly adopt and firmly fol- 
low” basic regulatory principles in ac- 
cordance with applicable statutes and 
court decisions. In conclusion he stated: 


. Its failure to. do so has caused 
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uncertainty and confusion, which in 
turn we think has resulted in the com- 
mencement of numerous cases that 
would not otherwise have been filed, 
and has also unduly prolonged such 


cases as have been filed. It has also 
resulted in increasing the number of 
interveners who participate in cases 
before the Federal Power Commission. 


In light of President Eisenhower’s 
formation of a group consisting of the 
“big six” regulatory agencies, Mr. Torkel- 
son’s remarks take on added significance. 
This group, headed by Judge E. Barrett 
Prettyman, will attempt to work out some 
recommendations to end the backlog of 
work that plagues most of the regulatory 
agencies. 





When Are Normal Billing Cycle Degree-days 
Not Normal? 


oi degree-day deficiencies for 
urban areas in the United States 
are available from the United States 
Weather Bureau, and are used by many 
companies for forecasts of revenue and 
expenses. These data are supplied by 
days and can readily be put on a billing 
cycle basis rather than a calendar month 
basis. In cycle form they are directly 
comparable to revenue, which is billed, 
recorded, and collected on a billing cycle 
basis. But given annual normal degree- 
days of, say, 4,740 for an area served 
by the hypothetical K. A. P. Gas Com- 
pany, annual billing cycle normals will 
not always total 4,740. Why? Is a billing 
cycle normal actually necessary? 

As the annual heating load increases 
in its importance to gas distribution com- 
panies throughout the country, the use 
of some concept of normal annual degree- 
days becomes essential. Rate cases, for 
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example, reflect this need. Since revenues 
are billed and recorded on a cycle basis, 
the effect of weather on revenue natural- 
ly is reflected on a cycle basis. It is not 
possible to use monthly calendar degree- 
days to explain billing cycle revenue vari- 
ations resulting from temperature fluctu- 
ations. 


However, the annual normal degree- 
days for a calendar year are seldom equal 
to the annual normal degree-days for a 
billing cycle year, although identical daily 
normal degree-days are used. While this 
lack of agreement may occasionally be 
disconcerting, it is completely reasonable. 
The difference can be specifically recon- 
ciled. 


HE basic calculation of average billing 
cycle degree-days for any billing 
month, whether using normal or actual 
degree-days, involves the summation of 
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degree-days applicable to each of the con- 
secutive cycle billing periods and division 
of this sum by the number of billing 
periods in the month. (Billing periods 
commonly total 21 per month.) 


“tl us consider the calculation of annual 
normal degree-days. In the calcula- 
tions for a 12-month period, each daily 
normal degree-day deficiency will receive 
a weight of one, since it occurs in 21 
sums and is then divided by 21, the over- 
lapping zero degree-day deficiencies in 
July-August engendering a zero effect. It 
must be borne in mind that a billing cycle 
year involves roughly 395 calendar days, 
with the weighting equal to approximate- 
ly 365 calendar days, Billing cycle degree- 
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days for any year are to be taken as 
the sum of billing cycle degree-days for 
twelve consecuvtive months, What occurs 
in the beginning and ending months? 
The weighting of the final month of a 
specific 12-month period occurs at the 
beginning and at the end of a 12-month 
series. This weighting causes annual nor- 
mal billing cycle degree-day totals to dif- 
fer from annual normal calendar year to- 
tals. The shifting of Saturdays, Sundays, 
and holidays determines the weight as- 
signed to each specific calendar day. 


_ can be illustrated for the K. A. P. 
Gas Company. Let us assume that 
annual normal degree-days total 4,740 
(Weather Bureau). We wish to calcu- 


TABLE A 


NORMAL BILLING CYCLE DEGREE-DAYS—SPECIAL STUDY, 
YEAR ENDED MARCH, 1960 


Calendar Days 
Cycle Duplicated in 
Day Cycle Billing Year 
1 Mar. 3 
2 “ 4 
3 “5-6-7 
4 “ 67-8 
5 ~ » 
6 “ 10 
7 - iT 
8 “ 12-13-14 
9 “ 13-14-15 
10 “ 46 
11 - a7 
12 = 38 
13 “ 19-20-21 
14 “ 20-21-22 
15 wae 
16 “ 24 
17 - 2 
18 “ 26-27-28 
19 “27-28-29 
20 * oe 
21 sae | 


Total 
Average (751 ~ 21) 


Normal Annual Total 


Gain Shown Above 


Normal, Year Ended March, 1960 





Degree-days Total 
Duplicated in Degree- 
Cycle Billing Year Days 
25 25 
25 25 
24-24-24 72 
24-24-23 71 
23 23 
23 23 
23 23 
22-22-22 66 
22-22-21 65 
21 21 
21 21 
20 20 
20-19-19 58 
19-19-18 56 
18 18 
18 18 
17 17 
17-17-16 50 
17-16-16 49 
15 15 
15 15 
751 
36 


“— Degree-days 


4,776 


(Note: Meters read a specific day, as March 4th, are assumed to be read at 7 a.m., thus 
including degree-days through the preceding day, as March 3rd.) 
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late normal billing cycle degree-days for 
the year ended March, 1960. The specific 
days covered by each billing cycle each 
month are based on the schedule of meter 
reading dates. Why will these not be 
equal to the annual normal degree-days 
which are the sum of daily normal de- 
gree-days? 

This can be most easily demonstrated 
through use of a chart. The chart on 
page 579 reflects the calendar days in the 
March period included in a billing cycle 
year ended March, 1960. Note that the 
calculation of billing cycle degree-days 
for the month of April, 1959, provides 
the initial weighting of normal degree- 
days in March, Calculation of normal 
billing cycle degree-days for the month 
of March, 1960, provides the final weight- 
ing for the month of March. Indicated 
by small crosses on the chart are those 
days which occurred more than 21 times 
in the billing cycle year; that is, days 
which were duplicated in the calculations 
for March in this 12-month period. This 
duplication is common in utilities. It re- 
sults from the fact that meter reading 
schedules for the same month in suc- 
ceeding years cannot be identical. Shift- 
ing of Saturdays, Sundays, and holidays 
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affects the reading schedule each year. 


Non sum of the degree-days for these 
particular days is shown in Table A, 
page 580. This sum, divided by 21 cycle 
days, indicates an average gain for March 
of 36 degree-days. This gain, added to 
the calendar normal of 4,740, indicates a 
billing cycle normal of 4,776 for the 
year ended March, 1960. This is the nor- 
mal which will be comparable to the calcu- 
lated actual billing cycle degree-days for 
the year ended March, 1960. Each will 
reflect the same period covered by (billing 
cycle) revenue. 

We can conclude that billing cycle nor- 
mal annual degree-days should not be ex- 
pected always to equal the calendar year 
normal; however, they remain the only 
measure of temperature variation directly 
comparable to utility revenue as it is 
billed by cycles each month. Also, the 
technique outlined above is applicable to 
any 12-month period, including a period 
ending some time in the future. All that 
is needed is a schedule of meter reading 
dates. 

—D. E. Paut, 
Statistician, Laclede Gas Company, 
St. Louis, Missouri. 





— is the most important function of any business operation today. 
If it is unclean, it is because you have let it become so through lack of 
interest. There is no individual in the United States today too big or too im- 
portant to hold himself above politics if he values our American traditions. 
And remember politics begins at home. If it is unsound at home, it will be 


unsound nationally. 


"If you are going to participate in politics you must start at the local pre- 
cinct level and work up. You cannot start at the national level and work down. 
You cannot stand aside and let a few party hacks select your candidates for 
office. Regardless of your party you must know your candidates, know what 
they stand for, and then support those who are sound and believe in the prin- 


ciples of our form of government." 





—JOHN P. SAYLOR, 


U. S. Representative from Pennsylvania. 
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Agreement on Columbian 
Basin 


HE Columbia Interstate Compact 

Commission has agreed on a compact 
covering the use of the Columbia river 
basin water resources. Two previous 
agreements, one in 1954 and another in 
1956, failed to get the needed state ap- 
proval. 

John Sweat, executive director of the 
commission, expressed optimism concern- 
ing ratification at this time. The compact 
would create a 16-member commission 
which would review proposals for dams 
and other projects on the Columbia and 
its tributaries, make recommendations to 
Congress as to whether they should be 
built. A vote of twelve members would be 
needed to make such a recommendation. 
Members would be appointees of the vari- 
ous state governors and would serve with- 
out pay. 

Up to now Oregon has been the bottle- 
neck to an agreement because it objected 
to an article in the compact that assured 
upstream states of getting most of the 
power generated at dams within their bor- 
ders. 

This issue was resolved when the 
article was made less specific, but to the 
same general effect. Also settled was the 
use of water for irrigation in upstream 
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The March of 
Events 





states versus its use for power production 
in downstream states. The full commission 
was scheduled to meet in Spokane, Wash- 
ington, on October 3rd to sign the com- 
pact. After which the legislatures of the 
various major states—Washington, Ore- 
gon, Idaho, and Montana—will have to 
vote approval. 


CAB Checks Air-line Clubs 


HE Civil Aeronautics Board is check- 

ing into private clubs set up by five 
major airlines to determine whether club 
members receive preferential treatment. 
CAB regulations forbid favortism by 
airlines in the sale or allocation of 
tickets. 

The board has asked for information on 
clubs from all airlines. Only Pan Ameri- 
can, Trans World, and American operate 
clubs with lounges at major airports. 
United and Capital have clubs, but no 
lounges. 

Spokesmen for the air-line industry de- 
nied that club members get preferential 
treatment. They pointed out that airlines 
are now operating most of the time at only 
60 per cent of their seating capacity, so 
it is seldom difficult to get reservations. 
No charges have yet been filed against the 
airlines as a result of the CAB investiga- 
tion. 
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THE MARCH OF EVENTS 


California 


Gas Exploration Subsidiary 
Formed 


A= subsidiary has been formed by 
Pacific Lighting Corporation to de- 
velop natural gas reserves, chiefly in the 
mid-continent and the Rocky Mountains. 
The objective is to supplement long-term 
future supplies for southern California 
where the company’s three public utility 
subsidiaries operate. The name of the new 
gas company is Pacific Natural Gas Ex- 
ploration Company. It will explore jointly 
for gas reserves with a subsidiary of 
Southern Union Gas Company of Dallas, 
Texas. Robert W. Miller, chairman of the 
board of Pacific Lighting, said the project 


District of 


New Utility Law Course 


HE Georgetown University Law Cen- 

ter, Washington, D. C., recently an- 
nounced, through its bulletin for 1960-61, 
that a new course on public utility regula- 
tion will be given to morning and evening 
classes of senior law graduates during 
the semester starting September 22, 1960. 
It will be taught by Francis X. Welch, 


is to be limited in scope and experimental 
in nature. It is believed that only a small 
part of Pacific Lighting’s distant require- 
ments for gas will be furnished by the new 
venture. 

The new corporation will be owned en- 
tirely by Pacific Lighting. Southern Union 
Production Company will supply the bulk 
of man power and technical services, Mil- 
ler related, but Pacific Lighting will own 
approximately half of all gas developed 
and about one-fourth of all oil developed. 
It will also enjoy the right to buy any part 
of Southern Union Production’s half of 
the gas production which will not be re- 
quired by that company’s parent, Southern 
Union Gas Company. 


Columbia 


who is also editor of Pusiic UTILITIES 
FoRTNIGHTLY, and has long been active 
in this special field of law. Since 1957 he 
has also been Secretary of the Section of 
Public Utility Law of the American Bar 
Association as well as the author of 
“Cases on Public Utility Regulation” 
(third edition), “Preparing the Utility 
Rate Case” (1954), and “Conduct of the 
Utility Rate Case” (1955). 


Kentucky 


General Telephone Raises 
Rates 


_& pecinnen TELEPHONE COMPANY OF 
Kentucky has been granted higher 
telephone rates in Kentucky. 

General asked the public service com- 
mission last March for higher rates 
amounting to $1,989,942 annually or an 
increase amounting to an average of $1.80 
a month for the company’s 127,000 tele- 


phones in 29 central, southern, and eastern 
Kentucky counties, 

The commission suspended the proposed 
rate increase for five months, but under 
its rules the company had the right to put 
the higher rates into effect after that with 
the provision it will refund any collections 
above the rates finally approved by the 
commission. The commission specified that 
General Telephone set up machinery for 
making refunds in the event the rate in- 
crease is finally denied. 
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Missouri 


FPC Gas Allocation Contested 


HE recommendation of an FPC hear- 
2xaminer directing Mississippi River 
. Fuel Corporation to allocate all its avail- 
able natural gas supply to its utility cus- 
tomers will be contested by the company. 
Laclede Gas Company, the largest of 
the pipeline’s utility cutomers, was the 
company which initially asked for an in- 
creased share of the pipeline’s gas. Lac- 
lede Gas has stated it did not intend to 
encroach on the gas supply of Missis- 
sippi’s industrial customers. 


And Illinois Power Company, another 
utility which would receive additional sup- 
plies under the FPC recommendation, said 
it did not want its Illinois customers to 
which it sells power to have their opera- 
tions adversely affected by a shortage of 

as. 

. In the view of the Mississippi Com- 
pany, the FPC examiner’s opinion goes 
beyond what was asked for by these two 
companies. In Laclede’s case, the utility 
allegedly did not ask for a specific addi- 
tional amount of gas. It only asked for 
what was available. 


Ohio 


Columbus Wants Utility 
Accounts Inspection 


5 leo city of Columbus, spurred by its 
utilities director, is urging city coun- 
cil to require utility companies serving the 
public to open their books for inspection. 
A plan is sought whereby utilities, over 
which the city has original rate jurisdic- 
tion, would pay for the inspection of their 
operations. 
Under a franchise held by Columbus 


Transit Company, it pays $20,000 a year 
to the city to help pay the cost of the city’s 
audit of its book and for checking the 
company’s operations. Columbus’ utilities 
director would like to have the local gas 
and electric companies make similar con- 
tributions. He said he did not mean to 
imply that anything was wrong, but that 
the city should have the right to inspect 
the records and operations of all public 
utilities which furnish service to Columbus 
in order to properly protect residents. 


Oregon 


Mistake Costs Voters $4 
Million 

HE citizens of Tillamook county, Ore- 
gon, at a special election on Septem- 
ber 16th, authorized by a vote of 2,678 to 
1,737 a bond issue to finance acquisition 
of Pacific Power & Light Company lines 
in the area at a base price of $3,915,000 
and to consolidate its competing facilities. 
Pacific Power had been urging for sev- 
eral years that the public make some deci- 
sion as to how the Tillamook area line 
duplication problem should be resolved. 
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The present PUD management had ad- 
mitted it made a mistake in building par- 
allel lines instead of trying to condemn 
Tillamook facilities of the then Mountain 
States Power Company which merged 
with PP&L in 1954. 

The Tillamook PUD had its first bond 
issue of $750,000 approved in 1940 and 
at the end of 1959 had a debt of $2,173,- 
000. 

Business in the area served by Pa- 
cific Power represents only about 14 per 
cent of PP&L’s total electric revenues. 





Progress 


of 





Regulation 


Trends and Topics 


Offsets to Attrition and Regulatory Lag 


_——. regulatory lag, erosion of earnings, and inflation are constantly 
recurring expressions in rate cases. Attempts have been made to offset 
their effects by adjustments in the return allowance and in the rate base. 
The return question is discussed in Pustic UTiit1es ForTNIGHTLY, April 
24, 1958, at page 633, under the heading “Return Allowance Reflecting 
Attrition Factor”; and in the ForTNIGHTLY, July 30, 1959, at page 241, 
the subject is “Use of a Year-end Rate Base to Offset Effects of Inflation.” 
The Virginia commission decision mentioned in those discussions (21 PUR3d 
239) was upheld on appeal. Use of a year-end rate base, according to the 
court, does not necessarily absorb the loss from attrition (28 PUR3d 368). 
The rate of return had been increased by .23 per cent, from a fair rate of 
6.15 per cent to 6.38 per cent. 

Several commissions and courts have more recently ruled on the questions 
presented. Most of them agree with the Illinois commission, which in the 
Iowa-Illinois Gas & Electric Company case (26 PUR3d 369) said that it 
had “considered current economic conditions.” The Arkansas commission 
took into consideration the fact that the rate of return, “like the tide, ebbs 
and flows” (34 PUR3d 176). They do not, however, all agree as to whether 
a specific adjustment should be made in the rate base or the rate of return. 


Denial of Adjustment 


In the ForTNIGHTLY article on attrition as a return factor mention is made 
of California decisions (21 PUR3d 1; 21 PUR3d 15; 21 PUR3d 48) in 
favor of an allowance for attrition; but in two later cases such an allowance 
was denied. The commission, in authorizing the Pacific Lighting Gas Supply 
Company to raise rates, refused to add 0.5 per cent in the rate of return to 
offset regulatory lag. It had allowed for the latest known ad valorem tax 
rate and gas purchase cost (26 PUR3d 260). Likewise, it made no extra 
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return allowance for attrition in fixing telephone rates when it had given 
full effect to rising costs (28 PUR3d 10). 

The Louisiana commission rejected a claim by the United Gas Pipe Line 
Company for an attrition allowance because, in its opinion, no justification 
exists for providing stockholders with anything in addition to a fair return. 
The risk of inflation was said to be taken into account by investors in apprais- 
ing the worth of utility stocks for investment purposes (34 PUR3d 78). 

The Maine commission denied a telephone company’s request to make 
provision for attrition in fixing the return allowance, concluding that allow- 
ance of an amount for attrition would be rate making based on speculation 
and conjecture and, in addition, that the company had used an erroneous 
arithmetical method in applying its figures to the forecast of attrition due 
to investment increase, which had resulted in exaggerating conditions (23 
PUR3d 510). The commission in another case refused to use a year-end 
rate base to offset attrition but said it would consider these factors in the 
return allowance (29 PUR3d 113). 

No allowance for attrition was made in a case before the New Hampshire 
commission decided in 1959. Revenues had not been normalized for a reces- 
sion during the test year, and allowance of temporary rates was expected 
to offset recent attrition (27 PUR3d 113). The decision was upheld on 
appeal (30 PUR3d 61). 

The Pennsylvania commission rejected claims for attrition of earnings 
where a company stated that its composite cost of capital of 6.19 per cent 
failed to provide for attrition. After referring to the fact that it had con- 
sistently rejected, and had been sustained by the courts, claims for attrition 
resulting from regulatory lag, the commission said that the informed in- 
vestor’s knowledge of regulatory lag as well as normal risks of financing 
were reflected in market prices (33 PUR3d 177). 

The Utah commission refused to make a specific allowance for attrition in 
the rate base of the Mountain Fuel Supply Company where expenses for the 
test period had been adjusted for every known increase, an increase in sales 
was indicated, the amount of investment to produce a unit of revenue had 
been declining, and the company included spare capacity at time of installation 
(32 PUR3d 321). 

The Washington commission did not consider an allowance for attrition 
necessary in fixing the rate of return where due consideration had been given 
to all essential factors affecting return (27 PUR3d 238). In another case 
it rejected a year-end rate base since the company’s load growth had more 
than offset inflation and attrition (33 PUR3d 113). 


Approval of Adjustment 


Attrition is the result of two factors: (1) The fact that construction costs 
are constantly increasing, and (2) the fact that the bases for calculating the 
rate of return are made in the year prior to that for which the return is cal- 
culated. The impact of inflation also results in the problem of regulatory 
lag. The New Jersey supreme court discussed these factors in reviewing a 
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commission order, and it referred to “Rate of Return,’ by Ellsworth Nichols, 
for further discussion of the subject. The court quoted from decisions in 
which additions were made to the rate base and decisions in which the other- 
wise allowable rate of return was increased to offset these economic factors. 
It concluded, however, that the commission’s addition to the rate base was 
not supported by evidence correlating the amount added and the problem of 
inflation and attrition. The case was remanded for further findings (29 
PUR3d 87). The commission then made further findings in support of an 
addition to the rate base for the effects of inflation (31 PUR3d 453). 
The Maryland court of appeals, in upholding a commission order increas- 
ing rates of the Baltimore Gas & Electric Company, referred to the dis- 
cussion of this question in “Rate of Return,’ by Ellsworth Nichols, and 
said that the commission was well aware of the problems and could have 
attempted to meet them in several ways. It could increase the otherwise allow- 
able rate of return, determine fair value more nearly equivalent to repro 
duction cost depreciated, or increase historical cost. It had chosen to use as 
a test year the year in which the hearing was held (29 PUR3d 332, 337). 
The West Virginia commission, in fixing rates for Hope Natural Gas 
Company, found that an allowance for attrition should be made by adding 
an amount to net investment (33 PUR3d 335). Recently, in fixing gas rates 
for Manufacturers Light & Heat Company, it said that the defect in using 
an original cost rate base, which disregards inflation, could be remedied by 
an appropriate adjustment for attrition and taking attrition into account in 
prescribing the rate of return. It added to a cost rate base a sum equal to the 
excess of current investment per new customer over the prior investment 


per customer (34 PUR3d 132). 


Adoption of a year-end rate base as compensation for the adverse effect 
of attrition, said the District of Columbia commission, in fixing future rates, 
does not depart from the principle of using average investment to determine 
the reasonableness of past rates (28 PUR3d 206). 

The Colorado commission took into consideration capital costs as they 
existed at the end of the test year and added to the rate of return an attrition 
and erosion increment of two-tenths of one per cent (34 PUR3d 186). The 
New York commission made an attrition allowance of one-half of one per 
cent in the return of the Rochester Telephone Corporation, which was engaged 
in a substantial construction program (24 PUR3d 262). 

In fixing a rate of return for a telephone company, the Wisconsin com- 
mission allowed for an estimated decrease in rate of return of about 0.19 
per cent by reason of attrition during the latter half of the current year 
(23 PUR3d 388). The Wyoming commission recognized the need for allow- 
ing more than bare cost of capital to compensate for the declining tendency 
of the return allowance (27 PUR3d 259). 

The Indiana commission said that inflation cannot be ignored, but that it 
preferred to take cognizance of it by permitting a total dollar return that will 
take account of the situation in which inflation has placed the company. It 
proposed to determine earnings necessary to provide for servicing funded 
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debt, sufficient to render a return on common stock equity, and attract equity 


capital (23 PUR3d 26). 





Review of Current Cases 


Reasonable Return to Pipeline Takes into Account 
Tax Savings in Gas Production Operations 


HERE is no statutory authority for 

the Federal Power Commission to 
treat actual savings in taxes, to which nat- 
ural gas companies are entitled, any dif- 
ferently than savings in any other cost 
of service, the federal appeals court for 
the fifth circuit held in reviewing an order 
(30 PUR3d 308) involving rates of El 
Paso Natural Gas Company for the pe- 
riod from April 15, 1955, to the end of 
1957. 

The commission had allowed the com- 
pany to retain nearly $8 million of tax 
savings from depletion and intangible 
drilling expense, representing 8.61 per 
cent of the well-mouth investment, as com- 
pared with the stipulated 6 per cent return 
allowed on its transmission investment. 
The court remanded the case for further 
hearing and the fixing of a rate “that 
represents the cost of service and a rea- 
sonable return on the investment, includ- 
ing compensation for consumption of the 
gas and an increment for incentive, in- 
stead of merely treating the tax savings 
as the amount necessary to provide for 
return and incentive.” 


Taxes and Cost of Service 


El! Paso claimed that it was entitled to 
6 per cent on the well-mouth investment, 
plus the nearly $8 million in tax savings. 
It contended that it should not have to 
account for these tax savings in comput- 
ing cost of service. The commission, on 
the other hand, asserted that the company 
was entitled only to the tax savings, rep- 
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resenting 8.61 per cent on the well-mouth 
investment, without any further return 
allowance on the investment. The state of 
California and other interveners con- 
tended that only 6 per cent should be al- 
lowed on the entire investment, including 
well-mouth properties. They pointed to a 
stipulation by all parties to the proceeding 
before the commission that El Paso 
should be allowed a 6 per cent return on 
the entire rate base. 

So far as concerns the element of cost 
of service which is represented by the 
price of gas delivered to El Paso’s trans- 
mission lines after production is com- 
pleted, said the court, the well-mouth in- 
vestment of the company may be viewed 
as if it were the property of an inde- 
pendent regulated producer. The producer 
is entitled to a rate which will permit him 
to recover his costs and a reasonable re- 
turn on his investment, and this return 
must include an increment for incentive 
for exploration and development and 
compensation for the wasting asset. The 
court thought the stipulation for an over- 
all rate of 6 per cent did not foreclose El 
Paso’s right to urge a higher rate on the 
well-mouth investment, for all parties 
were on notice that the company was pro- 
ceeding on the theory that it was entitled 
to retain the tax savings in addition to the 
6 per cent return. 

While the full effect of the tax sav- 
ings must be made available to the com- 
pany, this does not mean that these tax 
benefits are to be translated into addi- 
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tional profits over and above a reasonable 
return on the investment. They are merely 
to help the regulated company, in com- 
petition with competing fuels and in the 
money market, to earn a fair return, in- 
cluding the incentive increment for ex- 
ploration and development and payment 
for gas consumed. 

A reasonable rate under the Natural 
Gas Act includes a compensatory incre- 
ment for depletion and an increment to 
attract capital—the incentive item. The 
statutory requirement of reasonable rates 
is not modified by reading into it an ex- 
ception that prices charged may be suffi- 
cient to afford a reasonable rate plus an 
amount representing savings in taxes 
granted to the gas industry. 

Except for accelerated depreciation un- 
der § 167 of the Internal Revenue Code 
of 1954, 26 USCA § 167, the court held 
that whatever federal income taxes were 


= 


actually paid for the test year should be 
treated as part of the cost of service, re- 
gardless of whether these taxes were less 
than would have been paid but for the 
depletion allowance and the deduction for 
intangible drilling expense. 


Accelerated Depreciation Treatment 


The court sustained the commission in 
its treatment of tax deferrals resulting 
from the company’s use of the declining 
balance method of depreciation for tax 
purposes and computing its taxes for rate- 
making purposes on the straight-line 
method, placing present “savings” in a 
special reserve to be used to equalize tax 
payments in later years. Such amounts, it 
was noted, can never become an added 
return to the company because of the re- 
striction as to their use. El Paso Nat. Gas 
Co. et al. v. Federal Power Commission, 
No. 18022 et al. August 2, 1960. 


Gas Pipeline Extensions Sustained Despite 
Questioned Profitableness 


_ federal appeals court for the Dis- 
trict of Columbia sustained Federal 
Power Commission orders (30 PUR3d 
104 and 123) authorizing Northern Nat- 
ural Gas Company to extend its lines to 
serve more than 300 communities in Ne- 
braska, South Dakota, Iowa, Illinois, 
Wisconsin, and Minnesota. The commis- 
sion had found the proposed service eco- 
nomically feasible. 

Local gas distributors presently buying 
from Northern objected to the commis- 
sion’s action because, on the basis of the 
rates now charged Northern’s customers, 
the new service will not yield in the first 
three years as high a percentage of profit 
as the present service. It was urged, there- 


fore, that the new service may tend to 
keep up the rates which present buyers 
have to pay. 

The court observed that the various 
parts of a public utility’s system need not 
and cannot be equally profitable. It was 
noted that the commission did not strike 
an arbitrary balance in weighing conflict- 
ing interests in the case. Furthermore, 
service on certain lines was authorized 
only on condition that the distributors on 
such lines make contributions to initial 
costs. 

It appeared to the court that the 
record supported the commission’s deci- 
sion. Minneapolis Gas Co. et al. v. Federal 
Power Commission, 278 F2d 870. 
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New Rate for Continuing Gas Producer Service 
Is Rate Change and Not Initial Rate 


Sun Oil then petitioned for a review. 


ee federal appeals court for the fifth 
district has sustained the Federal 
Power Commission in treating as a rate 
change, rather than as an initial rate, a 
contract price filed by Sun Oil Company 
for sales of natural gas to United Fuel 
Gas Company. Initial rates may be re- 
viewed by the commission, but any reduc- 
tion found necessary operates prospec- 
tively only, and not, as in the case of rate 
changes, as of the time an increase was 
put into effect. 

Sun had never applied as an independ- 
ent producer for a certificate authorizing 
the sale of natural gas and had never 
submitted a rate schedule. It has sold gas 
to United under a contract subsisting be- 
tween Atlantic Refining Company (an 
operator of gas units) and United. In 
1958 Sun entered into a contract with 
United at a higher price than it has pre- 
viously obtained under the Atlantic con- 
tract. In all other material respects this 
new contract is the same as the Atlantic 
contract. Sun then submitted its contract 
with United as an initial rate filing, not 
subject to suspension. However, the com- 
mission treated it as a rate change under 
§ 4(d) of the Natural Gas Act, and, after 
suspending it, permitted it to go into effect 
subject to refund. 


e 


No Change in Service 


The court said it was unwilling to as- 
sume that Sun, with knowledge of the 
commission’s orders requiring the filing of 
initial rates after the Phillips decision in 
1954 and having complied with such or- 
ders in other situations, has willfully dis- 
regarded the provisions of the Natural 
Gas Act and the commission’s orders. On 
the contrary, said the court, it would 
seem apparent that the sales and deliveries 
of Sun’s gas were made under the author- 
ization of Atlantic’s certificate as well as 
at Atlantic’s rate. Sun would not be heard 
to contend otherwise. 

The Natural Gas Act does not con- 
template that initial rate schedules should 
be filed in situations where sales are con- 
tinued to a buyer without any changes in 
the terms of sale other than price. It fol- 
lows, the court declared, that the contract 
made by Sun in its own name with 
United, differing in substance from At- 
lantic’s contract only as to rate, could not 
be regarded as an initial rate filing. It 
was a rate change subject to the proce- 
dures of § 4. Sun Oil Co. v. Federal 
Power Commission, No. 17432, July 22, 
1960. 


“Slippage” Adjustment for Weather Normalization 
Accepted by New York Commission in Gas Rate Case 


HE New York commission, in the 

recent Niagara Mohawk gas rate 
case, agreed with the company that the 
effect of abnormal weather conditions on 
revenues and expenses had to be recog- 
nized. However, since normalization of 
sales necessitated a corresponding nor- 
malization of the gas purchases required 
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to supply such “excess weather load,” a 
special problem was presented concerning 
adjustments of the purchased gas volume. 

The commission had used the calendar 
year 1959 as the test period. While the 
cost of purchased gas booked in 1959 re- 
flected actual calendar year 1959 pur- 
chases, the revenues booked in that period 
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reflected sales which occurred in a billing 
period covering, in part, the months of 
November and December, 1958, and 
omitting, in part, the corresponding 
months of 1959. 

In making its weather adjustment, the 
company had held to this billing period, 
which was somewhat prior to the calen- 
dar year 1959, and its study of degree- 
days related to such prior period. In nor- 
malizing purchases, the company con- 
verted calendar year 1959 purchases, as 
booked, to compute gas purchase volumes 
consistent with the billing-period gas sales 
volume. 

This procedure of backing purchases 
into phase with sales was denominated by 
the company as “slippage.” (The commis- 
sion pointed out that the problem of slip- 
page was not purely a problem of weather 
normalization, but could exist in any case 
where the company did not accrue reve- 
nues consistent with time of delivery.) 

The company witness defended man- 
agement’s procedure of adjusting pur- 
chases to sales instead of adjusting sales 
to purchases. First, sales are controlling, 
he said. Sales volumes are directly respon- 
sive to customer requirements and are 
readily available for each of the several 
kinds of customers. These sales volumes, 
of course, determine the purchase vol- 
umes. 

The second reason advanced was that 
the adjustment of purchased volumes to 
sales volumes involved only a single, sim- 
ple computation. On the contrary, adjust- 
ment of sales volume to purchased vol- 
umes involved many assumptions and 
many computations. 

As an alternate approach, the company 
had made a second normalization study 
based upon adjustment of sales to pur- 
chases. 

The commission pointed out that no 
precise determination was possible, and 


that the two studies established a reason- 
able range. It accepted the company’s 
slippage adjustment, which had been 
based upon the billing period, and which 
had moved purchases back into phase with 
sales. It also considered the differential 
between the two studies. 


Retired Oil Gas Plant 


The company had retired an oil gas 
plant, and had elected to seek amortiza- 
tion of the remaining balance of the orig- 
inal cost of that plant, less the related tax 
effect, as an extraordinary property loss. 
The company had deducted one-tenth of 
the loss for such amortization. 

Obviously, said the commission, if the 
company is to be permitted to fix rates 
to recover for such unamortized property 
loss, it should not at the same time, and 
in addition thereto, seek a full return on 
that retired plant by including it in the 
rate base. It also followed that the com- 
pany could not at the same time claim 
both property loss amortization as well as 
expenses, annual depreciation accruals, 
and taxes directly related to the operation 
of the retired plant. 


Working Capital 


The company’s estimated working capi- 
tal requirement was premised upon the 
proposed rate increase becoming effective. 
The commission computed necessary ad- 
justments to make the working capital 
consistent with any of the various bases 
upon which 1959 operating data were sub- 
mitted. 

It is fundamental, pointed out the com- 
mission, that any change or adjustment 
in expenses, or any adjustment to reve- 
nues which in turn affects income taxes, 
requires a corresponding adjustment to 
working capital. For example, in its work- 
ing capital computations, the company 
gave effect to certain adjustments like the 
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price of purchased gas to reflect the rate 
effective January 1, 1960, annualization 
of the 1959 wage rate increase, and elimi- 
nation of expenses related to the opera- 
tion of the office building. The company 
had not, however, adjusted working capi- 
tal to reflect weather normalization. The 
company’s estimate also included an ele- 
ment of expense related to the retired oil 
gas plant, which was deducted. In the 
final result, working capital was modified 
to correspond with all adjustments to 
revenues, income deductions, and income 
taxes. 


End-of-year Rate Base 


The company had contended that a 
year-end rate base should be used to com- 
pensate in some measure for attrition and 
erosion. The problems of inflation and 
attrition, answered the commission, are 
more properly the concern of rate of re- 
turn. Artificial and mechanical adjust- 
ments to rate base usurp the function of 
rate of return and can only be misleading 
to all concerned. The primary objective 
of any rate proceeding is to test the ade- 
quacy of existing rates and to determine 
to what extent, if at all, such rates are 
inadequate for the future. 

The best criterion generally for such 
determination is to ascertain what the 
rates have actually earned for the com- 
pany in a recent 12-month period which 
has been adjusted for abnormalities and 
known changes. It was inconsistent, if not 
incongruous, to ascertain earnings in such 
period by applying income received over 
a 12-month period to investment at the 
tail end of such period. 


Accumulated Reduction in Income 
Taxes 


The commission reiterated its previ- 
ously announced policy that the effect of 
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any § 168 tax benefits upon the utility 
would be considered in determining the 
proper rate of return for that utility. To 
show the effect of such tax benefits in 
computing the return, the adjusted rate 
base was shown both before and after 
deduction of accumulated reduction in 
federal income taxes due to amortization 
under emergency defense certificates. 

With respect to § 167 tax benefits de- 
rived from liberalized and other tax de- 
preciation, the commission pointed to its 
comments in the Central Hudson Gas & 
Electric opinion [(1959) 28 PUR3d 
317]. 

For equitable treatment, it had said, 
there should be some sharing of the 
§ 167 tax benefits between customers and 
the company; to the customers because 
it is the duty of the utility to keep its 
operating costs as low as is consistent 
with the maintenance of adequate service 
and to the utility or its security holders 
to furnish an incentive for the use of the 
most advantageous tax depreciation 
method. 

The proportions of sharing should not 
be predominantly to the company but 
rather in major part to the customer, al- 
though no precise formula could be set 
down that would apply to each and every 
utility. Rate of return had to bear a 
proper relationship to capital structure 
and the costs of servicing securities in 
relation to market conditions, and, as al- 
ways, every rate proceeding had to be de- 
cided on the merits of the particular case. 


Rate of Return 


The commission denied the requested 
increase, and authorized additional reve- 
nues which would produce a return of 
about 6.31 per cent on an average rate 
base after deducting emergency certifi- 
cate amortization and adjusting working 
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capital for the effect of increased rates. 
In so deciding, the commission gave con- 
sideration to factors resolved in the com- 
pany’s favor—the wage rate annualiza- 
tion of an increase that became effective 
in the middle of the test year and the 
weather normalization differential. The 
end result, in the commission’s opinion, 
provided both an element of sharing of 
the benefits of liberalized and other tax 
depreciation and a measure of defense 
against attrition. It was also intended to 
provide an element of carrying charges 
on the unamortized portion of conversion 
costs and property losses. 

The record contained no evidence as to 
cost of money. The absence of specific 
opinion testimony on the subject of cost 
of capital and fair rate of return, held 
the commission, is not necessarily fatal 
in a rate case. The record did contain 
rates of interest on long-term debt for 
the last five years, an analysis of earned 
surplus including a statement of dividend 
payments, the financial statements, and 


the company’s annual report for the last 
five years. 


Purchased Gas Adjustment 


The company had elected to roll into 
the basic service classification rates ap- 
proximately half of the present purchased 
gas adjustment. The reason was that the 
rate increases made effective by the com- 
pany’s supplier were the subject of pro- 
ceedings before the Federal Power Com- 
mission. In event that the price should 
be eventually reduced, the company would 
be faced with the problem of making re- 
funds to customers and modifying its 
gas price adjustment downward. By not 
rolling all of the present price adjustment 
into the proposed basic rates, the com- 
pany hoped to avoid a negative PGA 
upon final determination of the FPC pro- 
ceedings. Since the company’s proposals 
effected no significant revenue change, 
the commission approved them. Re Niag- 
ara Mohawk Power Corp. Case No. 
21133, July 21, 1960. 


Surcharged Franchise Taxes Produce 
Effective Rate Increase 


HE Idaho commission directed a gas 

company to pass franchise taxes on 
to customers in each of the cities levying 
such tax by making a surcharge on each 
bill. 

The company had previously charged 
such taxes to operating expenses. 

Such type of hidden taxes passed on to 
customers as part of the cost of service 
tends to lull the public into a frame of 
mind which allows government expendi- 
tures to be increased without strong op- 
position, the commission pointed out. 
Owners of real estate know the amount 
of the real estate taxes, and income tax- 
payers are aware of the amounts they pay 


each year. Many people, however, are not 
aware of the burden passed on to them 
in the form of taxes levied along the line 
by the corporations from which they buy 
service and merchandise. 

The commission also pointed out that 
requiring the company to pass on the 
franchise taxes by adding a surcharge to 
each customer’s bill had the same effect 
as increasing rates because the company 
got added net income by a reduction in 
taxes charged to operating expenses. By 
adding the franchise taxes to the rate in- 
crease previously allowed the company, 
there was an effective rate increase very 
close to the 9.4 per cent and 10.6 per cent 
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rate increase projections used by the com- 
mission’s staff. 


Interest Capitalized on Equity Funds 


Interest capitalized on equity funds was 
an accounting entry to which the commis- 
sion objected. The common equity por- 
tion of total capitalization had been 
credited, and at the same time the invest- 
ment in utility plant had been debited, 
with interest calculated on the amount of 
money invested in common stocks. The 
company had pointed out that the funds 
were accumulated by charging interest on 
all funds invested in equity at the rate of 
one per cent per month. 

The commission noted that the debt 
portion of total capital approached the 
actual construction cost plus interest dur- 


& 


ing construction, but did not include 
losses incurred from operations during 
the construction period. It was of the 
opinion that the interest capitalized on 
equity funds was not a proper charge as 
it had been entered on the accounting 
records because it did not meet the statu- 
tory definition of interest during con- 
struction. 

The commission thought that the equity 
portion of total capital had been used by 
the company as operating capital to cover 
the loss sustained during the construction 
period. Therefore, the company was di- 
rected to remove from the accounting 
records the amount of interest included in 
the equity portion of total capital and add 
it to the utility plant account. Re I[nter- 
mountain Gas Co. Case No. U-1034-8, 
Order No. 5661, July 28, 1960. 


Plan for Elimination of Public Stock Interest in 
Gas and Oil Subsidiary Approved 


lies Securities and Exchange Com- 
mission approved a plan providing 
for the elimination of the 1,843,346 
shares of common stock (48.49 per cent) 
held by the public stockholders of Ar- 
kansas Fuel Oil Corporation, a subsidiary 
of Cities Service Company, by a cash 
payment to them of $41 per share. Elimi- 
nation of the minority stock interest was 
required by an earlier order entered un- 
der § 11(b) (2) of the Holding Company 
Act. 

The commission concurrently disap- 
proved a plan filed by Cities Service which 
proposed the exchange of its common 
stock for the publicly held common stock 
of Arkansas on the basis of one share of 
Cities Service stock for each 2.4 shares 
of Arkansas stock. Under this plan, each 
public shareholder of Arkansas stock 
would have received $17.40 in market 
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value of Cities Service stock for each 
share of Arkansas stock. 


Fairness of Plan 


In finding the liquidation plan fair and 
reasonable the commission first arrived 
at a value of $0 per share for all the 
assets, less liabilities, of Arkansas. This 
value was partly based on an outside offer 
for the assets of Arkansas which would 
have netted the stockholders $40 per 
share. Also, the commission considered 
the fact that a production payment was 
available upon Arkansas oil- and gas-pro- 
ducing properties, as a result of which the 
Arkansas stock had a greater value than 
it would have if no production payment 
were available. The additional one dollar 
per share was awarded on the basis of a 
settlement with respect to certain inter- 
company claims and counterclaims. 
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Statutory Requirements 


The commission pointed out that the 
fair and equitable standard to be applied 
in § 11 reorganizations requires that each 
security holder, in the order of his prior- 
ity, receive from that which is available 
for the satisfaction of his claim the 
equitable equivalent of the rights sur- 
rendered, and that ordinarily the measure 
of such claim is the investment value of 
his interest appraised as though in a go- 
ing concern, with primary weight given 
to immediately operative rights, normal- 
ly those relating to earnings and divi- 
dends. 

Where, however, other considerations 
are present which are also relevant to the 
evaluation of a security holder’s interest 
in the enterprise, as, for example, the re- 
ceipt of a bona fide offer to purchase the 
entire enterprise at a price which will net 
the stockholders more than the appraised 
going concern value of their stock, or 
where the liquidation value of certain 
properties and related operations exceeds 
their appraised going concern value, such 
considerations will be given appropriate 
weight in determining the value of a se- 
curity holder’s interest in the enterprise. 

Where a plan also includes a proposed 
settlement of claims and possible counter- 
claims arising out of past or present 
transactions between the company being 
reorganized and other companies in the 
same holding company system, the plan 
must be tested by appraising the conten- 
tions and defenses with respect to such 
intercompany claims to determine whether 
the proposed settlement is fair and equi- 
table. 


Settlement of Intercompany Claims 


In discussing the settlement of the in- 
tercompany claims, the commission said 
that it is not required to adjudicate the 


merits of, or assign any specific monetary 
value to, each particular claim. It weighs 
them as integral elements of the “bundle 
of rights” of the respective claimants in 
order to determine whether the plan 
achieves a fair and equitable distribution. 
No fixed or settled formula can be used 
to determine the adequacy of the settle- 
ment, and no single amount is the “fair 
and equitable” figure for settlement. 
Rather, a wide range exists within which 
any settlement can be found to be fair 
and equitable, and a settlement reached 
as a result of arm’s-length bargaining, 
while not conclusive, affords a strong pre- 
sumption of fairness. 

After reviewing the claims and coun- 
terclaims asserted, the commission ob- 
served that the factual and legal issues in- 
volved were complex and highly techni- 
cal. 

The range of possible results varied 
from $10,523,411 in favor of Arkansas 
to $8,655,635 in favor of Cities. The pres- 
entation of the claims and setoffs, and 
the defenses thereto, covered all aspects 
of the various controversies and were 
vigorously asserted. And, said the com- 
mission, the settlement was arrived at 
after extended negotiations by informed, 
well-advised, and able counsel and was 
reached as a result of arm’s-length bar- 
gaining. A settlement of disputed claims 
thus negotiated “bears a distinctive, 
though not conclusive, hallmark of fair- 
ness.” 

The commission’s own analysis of the 
various issues with respect to the claims 
litigation led it to the independent con- 
clusion that the agreed-upon increase of 
one dollar per share in the payment to 
the public holders of the common stock 
of Arkansas under the liquidation plan 
was within the range of reasonableness 
and was fair and equitable not only to 
them but also to Cities Service. 
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Fairness of Stock Exchange Plan 


The commission believed that those ex- 
perts who believed that the exchange-of- 
stock plan was fair and equitable had 
made a fundamental error in their respec- 
tive valuation approaches, since they had 
evaluated the Arkansas common stock as 
though the company were an integrated 
oil company. Some witnesses gave no con- 
sideration, as such, to the oil and gas re- 
serves of Arkansas. Instead, they ap- 
praised the net income, cash earnings, and 
dividends of Arkansas on the basis of 
multipliers and dividend-yield rates which 
they derived from reference to selected 
integrated oil company common stocks. 

In the light of the fact that the crude 
production division of Arkansas repre- 
sented the predominant source of its net 
income and cash earnings and, conse- 
quently, of its dividend payments, and in 
light also of the uneconomic return earned 
by the marketing division of Arkansas, 
the witnesses, according to the commis- 
sion, should have evaluated the common 
stock on a basis which adequately recog- 
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nized the predominant characteristic of 
Arkansas as a crude oil and gas producer. 
Consequently, the commission concluded 
that the testimony of these witnesses was 
entitled to little weight. 

Testimony of other witnesses seemed to 
indicate that the bona fide offer of Gen- 
eral American Oil Company of Texas, a 
nonaffiliate of Cities and of Arkansas, to 
purchase substantially all the assets of 
Arkansas, subject to a reserve production 
payment with respect to the producing 
properties, was particularly significant. 
On the basis of that offer, the stockhold- 
ers would receive cash of $40 per share. 

The commission believed that a public 
stockholder of Arkansas was entitled to 
have his stock evaluated on a basis which 
would afford him a higher price for his 
stock in the context of a liquidation of 
the enterprise where a production pay- 
ment is available than would be indicated 
on the basis of the going concern value 
of his stock where no production pay- 
ment is available. Re Arkansas Fuel Oil 
Corp. et al. File Nos. 54-227 et al. Release 
No. 14260, July 14, 1960. 


Claim for Undercharges in Court of Claims Stayed 
Pending Review of ICC Rate Order 


. U. S. Supreme Court held that 
an order of the Interstate Commerce 
Commission finding a railroad’s domestic 
rates unreasonable as to certain freight 
shipments is reviewable since it is not 
merely advisory but has the effect of fore- 
closing the railroad’s right to recover its 
domestic rates on those shipments. This 
ruling was handed down on review of a 
court of claims decree which, in effect, 
refused to stay a railroad’s action against 
the federal government for undercharges 
pending review of the Interstate Com- 
merce Commission order. 
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The railroad had applied to govern- 
ment shipments intended for export, but 
barred therefrom by conditions existing 
during World War II, domestic rates 
which were higher than export rates. 
When the government, in effect, refused 
to pay the higher rates, the railroad sued 
in the court of claims to recover the 
amount due. That court suspended the 
proceeding to enable the parties to have 
the Interstate Commerce Commission pass 
on the reasonableness of the rates. The 
commission held that the domestic rates, 
as applied to the shipments involved, were 
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unjust and unreasonable. The railroad 
asked a federal district court to enjoin 
and set aside the order and moved the 
court of claims to stay its proceedings 
until the district court could act. The 
court of claims refused to stay and en- 
tered judgment for the railroad in ac- 
cordance with the commission order for 
less than the amount the railroad sued 
for. 

The Supreme Court pointed out that 
the court of claims lacked jurisdiction to 


review the Interstate Commerce Commis- 
sion order since such jurisdiction is vested 
exclusively in the federal district court. 
Furthermore, such an order is review- 
able by a one-judge court rather than a 
three-judge district court since it is essen- 
tially one for the payment of money. For 
this reason the Supreme Court decided that 
the court of claims was under a duty to 
stay its proceedings pending this review. 
Pennsylvania R. Co. v. United States, 
4 L ed 2d 1165. 


Termination of Rate Proceedings Denied 


O* a rehearing petition the Federal 
Power Commission refused to ter- 
minate natural gas producer rate proceed- 
ings under § 4 of the Natural Gas Act, 
even though other similar cases had been 
terminated and notwithstanding that such 
termination would not prevent a later de- 
cision on the rates under § 5 of the act, 
since the proposed termination would pre- 
clude refunds of any portion of the in- 
dividual rates found to be unreason- 
able. 

Hearings in the § 4 proceedings were al- 


ready in progress, and the producer could 
be assured of a determination of its rates 
within a reasonable time. 

The commission pointed out that a 
regulatory agency is not bound to follow 
its previous actions, particularly where, 
as here, there appears to be a sound basis 
for different action. In any event, the 
granting or denial of requests to termi- 
nate individual proceedings are based on 
the facts of each particular case. Re Gulf 
Oil Corp. et al. Docket Nos. G-9520, G- 
11106, G-11335 et al. August 1, 1960. 


Gas Pipeline Expansion Approved over Protest of Coal Interests 
And Ten-cent Formula Applied to Lateral Construction 


EF fon Federal Power Commission has 
authorized Michigan Wisconsin Pipe 
Line Company to construct new looping 
facilities which will enable it to carry 
north an additional average daily volume 
of 100,000 Mcf of gas from the Laverne 
field in Oklahoma, to meet the require- 
ments of existing customers during the 
1960-61 winter season and to serve new 
territory, for which allocations were au- 
thorized. 

Intervening coal interests opposed the 


application, alleging an inadequate show- 
ing of market demand and gas supply. 
The commission thought the objection to 
market demand could not be taken se- 
riously and, based on the applicant’s re- 
serves and the rapid development of the 
Laverne field, found that the pipeline 
would be able to achieve full utilization of 
its facilities within a short time. 

The coal interests further contended 
that the commission had the affirmative 
duty to weigh the interests of competing 
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fuels in its decision on the certificate ap- 
plication. They offered no evidence, how- 
ever, as to the effect, if any, which the 
pipeline’s proposed service would have on 
the coal interests. Their allegations as to 
competition in this proceeding were 
vague. The commission knew of no man- 
datory obligation on its part to conduct 
an investigation on its own motion into 
the question of displacement of coal by 
natural gas. The facts in this proceeding 
clearly supported a finding of public con- 
venience and necessity for the construc- 
tion and operation of the proposed facili- 
ties. 
Lateral Service 


Interveners’ applications for the alloca- 
tion of gas to serve communities through 
short laterals off the system were granted. 
The pipeline’s rate of return on such serv- 
ice was estimated to range from some- 
what over 6 per cent in one case to 11.5 
per cent in another, based on third-year 
sales and applying the “10-cent formula” 
to determine what portion of the laterals 
would be constructed by the pipeline. 

The 10-cent formula provides that the 
operating costs of the lateral, or the por- 
tion to be constructed by the pipeline, 
shall not exceed ten cents per Mcf on the 


e 


basis of the estimated annual firm sales 
to the distribution project in the third 
year. In the formula, the operating costs 
are set out as 15 per cent of the estimated 
cost of construction of the lateral, or por- 
tion of the lateral and appurtenant facili- 
ties. 

The 15 per cent consists of 6 per cent 
returns, 3 per cent income taxes, 1.5 per 
cent general taxes, 3.5 per cent deprecia- 
tion, and one per cent operation and 
maintenance. 

The commission ruled that the formula 
should be applied to each lateral rather 
than to a combination of laterals re- 
quired to serve several communities for 
which an allocation is sought by a par- 
ticular intervener. Otherwise, discrimina- 
tion would occur in rendering service to 
the various communities. The commission 
further held that interruptible sales under 
a ten-year contract should be considered 
along with estimated firm sales, in the 
application of the formula. A meter sta- 
tion was excluded, however, and the pipe- 
line’s estimates of the cost of laterals was 
considered preferable to those of the in- 
terveners. Re Michigan Wisconsin Pipe 
Line Co. Opinion No. 336, Docket No. 
G-20569, August 6, 1960. 


Fifteen-cent Initial Price Fixed for East LaBarge Gas 
In Southwestern Wyoming 


prc is an element of prime importance 
in the certification of natural gas pro- 
ducer sales, the Federal Power Commis- 
sion pointed out in imposing a 15-cent 
price condition on proposed sales from 
the East LaBarge field in southwestern 
Wyoming. While the commission has 
broad discretion in determining whether 
a proposed initial price has been adequate- 
ly supported, the price must be scrutinized 
closely with a view to protecting the con- 
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sumer by holding the line against unjusti- 
fied price rises. Particularly is this true, 
the commission noted, in the case of prices 
in new production areas where large vol- 
umes of gas may be present. 

The producers proposed a _ contract 
price of 16 cents per Mcf for 860-pound 
gas, or 15 cents for 500-pound gas, They 
argued that sales at 15 cents at the lower 
pressure have already been certificated in 
this field and that 16 cents for 860-pound 
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gas is the equivalent of 15 cents for 500- 
pound gas. They asserted that high-pres- 
sure gas produced from their deep wells 
involves extra costs which inure to the 
pipeline customer and justifies the one- 
cent differential. They further argued that 
the proposed price would neither affect 
the price structure of El Paso nor trigger 
price changes due to favored-nation 
clauses. An initial price of 16 cents would 
stimulate exploration and development, it 
was said. 

The commission held that these argu- 
ments were not so weighty as to justify 
the proposed price. Although it was recog- 
nized that differences in pressures and 
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well depths have been considered in prior 
cases as factors pertinent to the initial 
price, these factors were not decisive in 
this proceeding. It appeared that 15 cents 
was the highest price at which a sale had 
been permanently certificated in the 
East LaBarge field, or in the state of 
Wyoming. The commission thought the 
line should be held at 15 cents. 

The commission rejected a contention 
of the producers that the 15-cent condi- 
tion abrogated their contracts, pointing 
out that their sales were merely author- 
ized subject to the condition. Re Humble 
Oil & Refining Co. et al. Docket Nos. 
G-13679 et al. August 9, 1960. 


Common Stock to Be Exchanged for Debentures 


f han Georgia commission approved a 
proposal by Mid-Georgia Natural Gas 
Company to issue 100,000 shares of com- 
mon stock at 50 cents a share par value 
in exchange for an equal face value of 5 
per cent debentures outstanding. It was 
further proposed that the exchange would 
be made without the payment of call 
premiums or other penalties, and the 
order so provided. 

The company urged that the transaction 
would reduce a high debt ratio, which has 
hampered the company in obtaining new 
financing for the expansion of its gas 
system. A better capitalization will permit 
future long-term debt financing at favor- 
able interest rates. 
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The commission recognized that the 
exchange would bring the capital ratios 
within a range normally considered ap- 
propriate for gas-distributing companies. 
In deciding this application, consideration 
was given to the effect on the earnings 
requirement of the company, the income 
tax liabilities, and the ownership of the 
securities. 

The Georgia commission observed, 
however, that future changes in the capi- 
talization and capital ratios of the com- 
pany would more appropriately be accom- 
plished through the sale of securities for 
cash or other assets. Re Mid-Georgia Nat. 
Gas Co. File No. 19556, Docket No. 
1565-U, August 8, 1960. 


Cost of Money Not Synonymous 
With Rate of Return 


fee Nevada commission, in granting 
a rate increase to a gas and electric 
company, as modified, pointed out that 
the cost of money is not synonymous with 
the rate of return. 


599 


But, it said, the cost-of-money theories 
are helpful in determining the needs 
of various utilities. For example, a util- 
ity which has a low interest average fixed 
debt does not require as high a rate 
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of return as a utility with a high interest 
average fixed debt. 

Working cash was disallowed as part 
of the rate base. The commission used an 


end-of-period rate base, holding that such 
a rate base was proper for considering 
future rates. Re California-Pacific Utili- 
ties Co. I & S No. 233, August 18, 1960. 





Other Recent Rulings 


Reduced Rates. The Missouri commis- 
sion directed a gas company to file re- 
duced rate schedules which would enable 
the company to realize approximately 
6.63 per cent return on the net original 
cost of its properties or 5.77 per cent on 
the fair value. City of Cape Girardeau v. 
Missouri Utilities Co. Case No. 14,332, 
June 29, 1960. 


Gas Rate Return. The Indiana com- 
mission considered a return of 6 per cent 
on a gas company’s fair value rate base 
reasonable. Re Boonville Nat. Gas Corp. 
No. 28486, July 22, 1960. 


Gas Certificate. The Indiana commis- 
sion granted a certificate to a gas com- 
pany to serve certain rural areas upon a 
showing that the company was financially 
responsible and that public convenience 
and necessity required such service. Re 
Boonville Nat. Gas Corp. No. 28488, July 
22, 1960. 


Excess Facilities Approved. A water 
company serving a rapidly growing terri- 
tory was held by the California commis- 
sion to have invested prudently, for rate- 
making purposes, in a 33-inch main trans- 
mission line even though this capacity 
would not be fully utilized until 1970, 
where, had a smaller line been built ini- 
tially, another would have had to be con- 


structed in 1963 at a greatly dispropor- 
tionate cost in comparison with the 33- 
inch line. Re Palos Verdes Water Co. 
Decision No. 60477, Application No. 
41567, August 2, 1960. 


Gas Security Issue. The Georgia com- 
mission authorized the Atlanta Gas Light 
Company to issue new common stock to 
finance construction, upon a showing of 
pro forma capitalization of 50.6 per cent 
debt, 9.3 per cent preferred stock, and 
40.1 per cent common stock and surplus. 
Re Atlanta Gas Light Co. File No. 19367, 
Docket No. 1569-U, August 8, 1960. 


Tacking Bus Routes. The North Caro- 
lina commission ruled that any right 
which a bus company might have had to 
tack two operating authorities was lost by 
nonuse thereof, and that it could not, 
after a period of twelve years, revive such 
right and offer through service. Re Caro- 
lina Coach Co. Docket No. B-15, Sub 
117, August 10, 1960. 


Substitution of Natural Gas. The Wis- 
consin commission authorized a gas com- 
pany to substitute natural gas service for 
water and propane-air service upon a 
showing that such substitution was eco- 
nomically feasible and required by public 
convenience. Re Wisconsin Pub. Service 
Corp. CA-3880, August 23, 1960. 
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e Natural Gas Industry Looks to a 


Decade of Opportunity 


IVhile the natural gas industry continues to report record-breaking expansion all 
over the United States, growing competition emerges as the main over-all prob- 
lem ahead. Here is an impressive collection of statements by utility executives 
describing their companies’ activities for coping with this and other problems. 


E year ago in the special issue 
Pustic UTILITIES FORTNIGHTLY 
ch was published contemporan- 
sly with the American Gas Asso- 
ion Convention then held in Chi- 
, emphasis was placed on the dy- 
ic growth which has character- 
l postwar expansion of the gas 
stry. This year, we have again 
ed upon executives of natural gas 
panies to contribute statements 
this special issue to be distribut- 
contemporaneously with the 42nd 
ual convention of the American 
§ Association to be held in At- 


ing to the fore in the critical years 


tis clear from a reading of these 
ements that our natural gas ex- 
tives are realistically expecting 
petition, and have made plans to 
e with such competition. This is 
e not «nly in the space heating field 
tre o.|, coal and other rival fuels 
uding electricity, to some extent, 
bidding for the consumer’s dol- 
but also in the newly developing 
a of miscellaneous gas appliances. 


Francis X. Wetcu, Editor 


The gas industry is meeting the chal- 
lenge, but how? 

No two companies are alike in their 
requirements or circumstances of do- 
ing business, but quite a few show a 
practical recognition of the fact that 
the gas industry must get back to 
good _ old-fashioned salesmanship. 
Salesmanship is something that has 
been eclipsed to some extent since the 
end of world war II. Before the 
war, there was much attention given 
to the training and development of 
aggressive sales personnel. Then fol- 
lowed the period of pipe line expan- 
sion into every corner of the nation; 
and for a while gas industry people 
could afford to be order-takers rather 
than salesmen in the traditional sense 
of the word. 

Now the picture is changing. Once 
more competition, or the threat of 
competition, has become so obvious 
that the day of the complacent order- 
taker appears to be passing, in many 
service areas. 

This is not to suggest that there 
has been any arresting of growth. 
Statistics on expansion still push up- 
wards everywhere. Yet the alert com- 
pany officials know that to keep the 
trend up will require more than sit- 


ting around to watch the demand 
grow. 

We salute the acumen and initia- 
tive of these far-sighted natural gas 
executives. Their statements without 
exception show a down-to-earth rec- 
ognition of the job ahead. It will not 
be an easy job. Added to the prob- 
lems of inflation, political and regu- 
latory uncertainties in some areas, 
there is the challenge to individual 
companies to keep up with the parade 
or even surpass the general pace. 

On the whole, we feel this collec- 
tion of company official statements 
presents an optimistic and reassuring 
picture. It also reflects a vote of con- 
fidence in the resourcefulness of the 
gas industry and its ability to meet 
the varied and increasing demands 
for service. For this reason, we feel 
that the following collection of com- 
munications from gas distribution and 
pipeline company presidents and other 
officials contains a tribute to an out- 
standing public service industry as 
well as to the men who have the seri- 
ous responsibility of seeing that it 
measures up to its own tradition. The 
statements follow in alphabetical se- 
quence according to company name. 


American Natural Gas Service Company 


KE tiany other gas utilities, the 
Anirican Natural Gas Company 
fem ‘aces a great responsibility 
Ing the 1960s. Residential gas re- 
remerits Continue to climb at a rec- 
pace. At the same time, industrial 
Ss are turning increasingly to nat- 
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Detroit, Michigan 
Rartpey T. McELvenny, President 


ural gas for greater efficiency, econ- 
omy and technological progress. 

By co-operating fully in these devel- 
opments, a gas utility can make a vital 
contribution to the economic growth 
so vitally needed for America’s soar- 
ing population and the maintenance of 


its world position. The availability of 
adequate gas supplies is essential to 
this end. 

In behalf of that objective, the 
American Natural system carries on 
an extensive and continuing expansion 


(Continued on Page 36) 
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program and diversification of its 
sources of supply. This has included 
the construction of two subsidiary 
pipelines which tap huge gas fields in 
the Southwest and the Louisiana Gulf 
coast. 

At the present time our system is 
installing expanded facilities to pur- 
chase 158 million cubic feet of gas 
daily from western Canada, as author- 
ized by the Federal Power Commis- 
sion and the Canadian government. 
With the addition of this new source 
in a few days, our markets will be 
linked with the three largest gas pro- 
ducing areas in North America. As a 
result, our customers are able to bene- 
fit from developing supplies in each of 
these key producing areas. 

This fall, one of our pipeline sub- 
sidiaries will increase deliveries by 100 
million cubic feet daily from the ex- 
panding Laverne field in Oklahoma, 
pursuant to a certificate recently is- 
sued by the Federal Power Commis- 
sion. This line also has pending a 


further request for authorization to 
purchase 75 million cubic feet daily 
from Northern Natural Gas Company 
at an interconnection to be constructed 
in Wisconsin. 

These expansion programs will 
boost the deliverability of American 
Natural’s two pipelines to about 1.26 
billion cubic feet daily. In addition, 
the system operates large underground 
storage fields convenient to its markets 
which can readily deliver more than a 
billion cubic feet daily during the win- 
ter period of peak demand. 

Expansion and flexibility in sup- 
plies have enabled our system to keep 
pace with spiraling gas needs includ- 
ing the demands of 900,000 heating 
customers. Our sales, as a result, have 
tripled in the last decade. 

Recently, our largest distributing 
subsidiary signed the largest single in- 
dustrial service contract in its history. 
This provides for sales to Great Lakes 
Steel Corporation of up to 25 billion 
cubic feet annually—much of it on a 


firm delivery basis. The gas yw; 
used to operate a powerful new 
mill and new type blast furnace o 
tion. 

As other large industrial need 
velop in our market areas, the A 
ican Natural system will ‘ake 
necessary to serve them . .. \vhile 
tinuing to meet soaring resi entia 
commercial requirements. 

While expansion progra)is of 
type are costly (our curreni cons 
tion projects total $74 million), 
expenditure is small when comp 
with the tremendous economic 
social benefits derived by the 
served. 

These growth programs ‘ind th 
versified sources of supply. togd 
with the policy of management to 
chase additional volumes of gas 
expand facilities whenever needed 
sure our growing markets of all 
gas they need for the present 
future. 


Arizona Public Service Company 


er PuBLic SERVICE is now in 
its twenty-sixth year of provid- 
ing natural gas service in the state. 
This period has been marked, particu- 
larly in recent years, by explosive 
growth. 

Our company is currently growing 
twice as fast as the industry nationally. 


Phoenix, Arizona 
WALTER LucKING, President 


Twenty-five years ago we _ served 
12,000 gas customers. Today we serve 
185,000; and by 1970 we expect this 
figure to jump to 335,000. 

Naturally this tremendous growth 
poses all of the normal problems faced 
by gas companies, such as the raising 
of capital, extending lines and serv- 
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ices, and securing adequate fuel 
plies. 

But we face other problems al 
some of them brought on by the 
drous climate that attracts so 
people to Arizona. Although we q 
ate in one of the nation’s major wi 
resort areas, we also experience 
siderable differences in weather { 
winter to winter. 

Mild winters produce low gas 
enues and colder winters natu 
produce higher revenues. We 
just received approval from the: 
zona Corporation Commission { 
new billing program which we 
will alleviate some of the probl 
brought on by these differences in 
weather. 

Applying only to the reside 
rate, this “weather adjuster form 
permits customers to benefit fra 
reduced price per therm on hight 
sumption in unusually cold weilf 
Conversely, there will be a slight 
crease in the per therm price im 
usually warm weather. ( This 
apply during the norma! hed 
months of November _ thr 
March. ) 

We feel that this approaci: will 
double advantage of leveling 2 
heating bills for our customers a 

(Continued on Page 38) 
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So far in 1960, Dayton Power and Light has added 
nine small towns to its gas system—all of them 
several miles from the nearest transmission pipe- 
lines. And plans are being made to add several 
more next year. 








The procedure: 

1. Meetings with village council and interested 
civic groups. 

. Agreement to rates that will provide mini- 
mum returns on initial high investment per 
customer. 

3. Collection of refundable cash deposit from 







bo 











a potential customers by a local committee to 
sion f assure sufficient participation. 
1 we 4. Definite indications of future growth. 






Rates are still competitive with other available 
fuels. The major reason for municipally-owned 
systems is eliminated. 
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GET MORE DITCH 
PER DOLLAR! 


Photos above show the versatile Vermeer 4T 
POW-R-DITCHER digging a gas main trench. 
Manufactured for the light construction field, this 
small, inexpensive ditcher is excellent for water 
and cable lines and home foundation footings. 


RUGGED, LOW COST 4T 


POW-R-DITCHER 


DIGS 6”-14 ” WIDE 
DOWN TO 41.’ DEEP 


The small powerful, ruggedly built Ver- 
meer 4T POW-R-DITCHER is designed 
especially for contractors, municipalities, 
utilities, institutions and custom opera- 
tors. Only 46” wide, the 4T is fast .. . 
and highly maneuverable. One-man op- 
erated, the POW-R-DITCHER is self- 
propelled, has two-way dirt conveyor and 
hydraulic track drive. Handles most 
ditching jobs at a fraction of the cost of 
more expensive ditching machinery. 


IDEAL FOR LAYING GAS PIPE, 
WATER AND CABLE LINES AND FOR 
HOME FOUNDATION FOOTINGS 


The 4T POW-R-DITCHER is the finest buy on 
the market when you want a low cost investment, 
low maintenance cost and high production. Capa- 
ble of handling most ditching jobs, the 4T is a 
real workhorse! 
eee ee ee ee eee eee 
Please send me FREE information and prices on 
the complete line of self-propelled Vermeer 
POW-R-DITCHERS. 
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ERMEER MFG. CO. 


1453 W. WASHINGTON, PELLA, IOWA 
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the same time will tend to level overall 
gas revenues for the company. 

In addition, we are constantly 
searching for new ways to eliminate 
the peaks and valleys in consumption. 

Last year we instituted a gas irriga- 
tion-pumping program which provides 
a substantial reduction in pumping 
costs for the farmer-irrigators in our 
service area. 

Under this plan, we install, service 
and maintain natural gas engines for 
the irrigation pumps. The farmer pays 
us only for the energy we deliver to 
his well head and he is relieved of in- 
vestment and maintenance costs on 
the engine. This program will result 
in approximately 10 per cent reduced 
pumping costs in addition to the sav- 
ings to the farmer from reduced in- 
vestment. 

Since we are a combination com- 
pany, this program is doubly advan- 
tageous for us. Most of the pumping 
occurs in the summer when we nor- 
mally experience our electric peak. As 
we are able to replace electric pumps 


‘ with gas-fired engines, we reduce elec- 


tric requirements during the peak sea- 
son and have a summer market for 
natural gas that would not otherwise 
be available. 

We have also launched an intensi- 


Central Electric 


fied campaign to promote the 

gas-fired air conditioning in our 
ice area to help achieve these 
advantages. 

Most of our efforts in this field 
been directed to the large tonnage 
such as hospitals, office buil:ings 
large commercial and industria 
tablishments. 

During the past two years, 
than 35 per cent of the bu-iness 
commercial air conditionine ton 
installed in the Phoenix are. has 
gas-fired. In recent months. how 
there has been a marked upswin 
the number of residential gas q 
installed. 

We have also been active in the 
motion of gas post lamps, «nd if 
past 14 months have sold imore 
10,000 lamps in our service area. 

These are a few of the niethod 
employ to improve the “quality” 6 
gas business at the same time tha 
are increasing the quantity of 
business. 

We feel that we must have 
“quality” if we are to reach our 
objective of good service at reason 
rates for the customer and a fai 
turn for those who have invested 
money in our company. 


& Gas Company 


Lincoln, Nebraska 
KENNETH L. Dat ty, Vice President and Director of Personnel 


IKE many other utility companies, 
Central Electric & Gas Company 
has for many years been making sub- 
stantial and continuing progress. As 
a result, we now provide more serv- 
ices, with added efficiency, to a greater 
than ever—and steadily increasing— 
number of customers. And, consistent 
with general progress, a considerable 
number of the services we now pro- 
vide were not even dreamed of ten 
years ago. 

We recognize, however, that busi- 
ness gains during the past decade ex- 
ceeded everyone’s expectations and 
made it essential for most companies 
to quickly train and develop additional 
personnel. Since our competitors were 
similarly involved, this condition, for 
the most part, did not assume serious 
proportions, although it undoubtedly 
did have the effect of reducing normal 
competition for the business available. 

Now and within the next decade, 
additional business gains requiring the 
services of even more highly skilled, 
trained and experienced personnel are 
again being anticipated. Support for 


this anticipation includes our const 
ly increasing population (U. S$. 
sus Bureau estimates 30 per cet 
1975) and associated gains; incre 
and additional uses; new and 
proved appliances; additional how 
and other construction. 

Competitively, however, we ref 
nize that the situation no longer 
it was during the past ten years.: 
stantial business gains now are ail 
pated and are being carefully e 
ated; organizations generally 
have more, better trained and ex 
enced personnel and they are & 
prepared to meet the requirement 
sociated with whatever the additi 
business. 

It, therefore, seems proper 
sume that greatest business gains! 
ing the next decade will be obta 
by those companies whicli ate | 
prepared to more than meet what 
the service requirements; whose 
ployees are best qualified and 4 
enthusiastic about the services! 
have to sell; and who aggr -ssivell 

(Continued on Page 40) 
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The hot stuff’s hotter 


e to Minneapolis-land — it's gas-conditioned. 
photo shows how Metallurgical, Inc., gas- 
itions the atmosphere in which metal parts are 
treated; thus preventing build-up of scale on 
rface. Gas, as always, contributes to cleanli- 


ullurzical, Inc., has the world’s most modern 
pment for heat-treating in the jet age (the firm 
e of the few in the U.S. equipped for treating 
» Polaris, and other missile parts). 


- Ridinger started his business on a $300 shoe- 
g, Saw it grow into the biggest of its kind in 
area. Gas produces precisely controlled tem- 






peratures, flexibility of operation, and sure-fire heat 


patterning—all at less cost. 


Annealing, hardening, forging, 
brazing, tempering, stress re- 
lieving, carburizing, face hard- 
ening—these are some of the 
jobs that gas does for Metal- 
lurgical, Inc. as well as other 
firms in the Greater Minneapolis 
area. 


Come to Greater Minneapolis— 
opportunities are hot. go first- 
class ... with gas 


gasco advertises to attract business fo Greater Minneapolis, tells Minneapolitans, as well as 


tside world, about the beauties of our area. 


a ©1960 
Minnegasco 
MINNEAPOLIS GAS COMPANY 


8th and Marquette « Southdale 
Robbinsdale 
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after the additional business. All of 
which, of course, calls for training in 
advance of whatever the needs that are 
to be served. 

The solutions for whatever problem- 
opportunities we and other utility com- 
panies will face in the future undoubt- 
edly can be facilitated by even more 
thorough training assistance for our 
supervisory, as well as our nonsuper- 
visory, personnel. 

Our experience, at least, confirms 
that when supervisory and nonsuper- 
visory employees are recognized as 
important members of our team, and 
encouraged to think and to plan ahead 
with us, they are quick to accept and 
put into effect the objectives of what- 
ever our training programs and after- 
wards aid in improving them and in 
the development of additional pro- 
grams. 

Our training programs—which are 
increasing in quality as well as in 
number—are conducted through three 
company training schools which have 
full-time directors; well qualified, full- 


time instructors; and the authority to- 


call upon division or general office 
department heads for whatever coun- 
seling or assistance is needed. 








Since 1897 


STOPPERS 








ALL KINDS OF 
PIPE STOPPERS 
* 
INFLATABLE 
MECHANICAL 
EXPANDING 


SAFETY GAS MAIN 
STOPPER COMPANY 
INC. 


523 Atlantic Avenue 
Brooklyn 17, N. Y. 
Cable Address: Gastopper, N. Y. 











Although the concentrated training 
programs we conduct at these schools 
have, for the most part, been for the 
training of nonsupervisory employees, 
training is also provided at these 
schools and at other locations for our 
supervisory personnel. 

Generally, we find that the training 
offered at our schools is a particularly 
helpful supplement to the on-the-job 
training done by supervisory employ- 
ees who have the responsibility for fol- 
lowing through and seeing to it that 
lessons learned by their employees, 
whether on the job, or in off-the-job 
training programs, are understood and 
observed. 

We also are endeavoring to take 
greater, more effective, better planned 
advantage of the many training aids 
and assistance made available to us 
through various manufacturers, sup- 
pliers and other organizations which 
include: other utility companies, tech- 
nical schools, business colleges, high 
schools conducting specialized evening 
courses by arrangement with the com- 
pany and universities conducting pub- 
lic utility management development 
and other programs relating to our 
business. 





Central Hudson Gas & Electric Corporation 


We recognize that our accom 
ments in the field of training ay] 
veloping personnel will nev-r cat 
with the constantly increa-ing 
tials. Nevertheless, we are -ure y 
moving in the right direction 
more and more understand ug, p 
pation and appreciation on ‘he p, 
our supervisory and nonsipery 
personnel—and at a gradua ly a 
ating rate. 


sE ne 
pnable 
to ré 
b heat: 
pron 


In all of our training eff« rts, 
inspired and pressured, t:o, by 
recognition of the facts, that— 


Any progress our compar 
ever makes will be de; ende 
upon the thinking, training, 
abilities and the co-ordinatdll, 
efforts of its employers; a 
that 

The potentials of our compan 
and of its employees collectivg 
ly are much greater than o 
accomplishments will be unles 
we continue to effectively e 
pand, improve and suppleme 
our training activities to th 
end that maximum personn@ 
development will be facilitate@y The 
Com] 
that tl 


Poughkeepsie, New York 
Ernest R. AcKEr, President 


$e with most gas distributors 
in the northeast, Central Hud- 
son continues to face serious chal- 
lenges in both its current operations 
and long range outlook. Chief among 
these problems are increasing prices 
for gas purchased from pipeline com- 
panies, increased operating expenses 
due to higher costs of materials and 
labor and increased competition from 
other fuels. 

In making every effort to meet these 
challenges by reducing operating costs, 
Central Hudson has recently com- 
pleted the installation of automatic 
controls of its major gas regulating 
stations. Also of importance in the 
strengthening of the position of our 
gas operations has been the recent 
construction of additional transmis- 
sion and distribution facilities to re- 
enforce the system and assure the 
company’s ability to serve all of its 
customers should the gas supply from 
either of its two sources be inter- 
rupted. 

Over the past two years, natural gas 
has been selected as the house heating 
fuel by the builders of nine out of ten 
new homes in the company’s territory 
in areas where gas is available. In ad- 
dition, the company has been success- 
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ful in promoting the characte 
high quality of natural gas a 
large volume industrial custo 
Central Hudson will continue to 
mote the advantages of natura 
through a stepped-up sales prog 
involving more productive use of 
tomer contacts and continued clos 
ordination and co-operation with} 
ers, heating contractors and gas4 
ance sales and service organiza a] 
The future success of the naiibdi 

gas business in this region will req . |, 
that distributing, pipeline and pr 

ing companies and apppliance 
equipment manufacturers recog 

their common interest in a he 
growth in our industry. They! 

work together to keep costs and? 
realistic and to develop more t 

and less expensive high quility ejzen 11 
ment and appliances that c:in, thins 1 
aggressive promotion, cpture | 
imagination of consumers. The 
cessful future of our industry 
also be dependent upon some @! 
same factors that will influem 
American businesses; th: ret 
of the inflationary trend, a more4 
table tax structure and ovr abil 
sell and strengthen the ad-antag4 
the free enterprise systen. 


inter¢ 
listrily 


local 


ER 13, 






GAS INDUSTRY LOOKS TO A DECADE OF OPPORTUNITY 


ir accom 
UNiAg an 
never cat 


Consumers Power Company 
Jackson, Michigan 
A. H. Aymonp, Jr., Chairman of the Board 


















































easing 
re sure y , : 
rectionggez ne’ supplies of natural gas suburban communities near Detroit, Consumers by the pipeline companies 
nding, ps nable | Consumers Power Com- which have been expanding rapidly in is substantially higher than it was a 
on ‘he pag {0 Te move restrictions on gas population and in manufacturing and few years ago, not only because the 
ons perf heating: sales and resume full- commercial activity. new supply from Trunkline is more 
Jua'ly ag pron. otional activities during The new supplies of natural gas costly, but also because of applications 
: come to us mainly as a result of anew for rate increases filed with the Fed- 
fErts, July 01, 1960, the company was contract with Trunkline Gas Com- oo i Aa a tr by Fier sup- 
“too, bies 51/,000 gas customers of all pany, which early this year began de- pliers eer ich already are in effect un- 
that pplications, 29,000 more than at liveries at the rate of 100 million cubic der bond. 
31, 1°59. The number of cus- feet per day. These deliveries will rise Higher gas costs and other increases 
rs receiving gas space heating year by year (subject to Federal Pow- in the over-all cost of providing gas 
Compatiice hai risen to 313,000, an in- er Commission approval) to 200 mil- service made it necessary for Con- 
te) endete of 50,000. lion per day in 1963, supplementing  sumers to file an application with the 
be linet yal gas sales this year have run OUT basic supply from Panhandle Michigan Public Service Commission 
o1 _— br cent above those of 1959. The astern Pipe Line Company. Smaller jin June asking authority to revise our 
yes; aiftial for continued growth in our supplies are available from Michigan own rate schedule upward. Hearings 
bunty gas service area in southern production. on this application are expected to 
Companigan is good, particularly in the The cost of natural gas delivered to begin in early autumn. 
‘ollectivd 
than o 
‘abe The Dayton Power and Light Company 
a z & Dayton, Ohio 
1s to th KENNETH C. Lone, Chairman of the Board 
Dersonng 
rcilitateql The Dayton Power and Light 1960 it has resulted in nine new com- gas service immediately. The com- 
Company, we have felt for some munities being added to our system. pany must be satisfied with a low ini- 
on that the demand for gas service Even with the higher rates, natural tial return, but we are confident that 







naller communities at some dis- 
from existing gas mains had 
ressed to the point where it de- 











gas is competitive with both coal and 
oil for residential heating. The cus- 
tomer receives the benefits of natural 


future growth will make the whole 


venture profitable. 
(Continued on Page 42) 


har . : 
acted our special attention. — —— —— a a 
gas a ; 
custome Have put together a plan that is 
inue tompettly working out very well for 


























ourselves and our potential cus- 















2 1 
we rs. Ii any community has suffi- B . ° 
use off interest in the installation of a Pinging 
ted cloalistribution system to make it a 
n withhgget of official action, we will im- 
d gas qgmately meet with the council. 
ganizai™ir proposition requires two basic D d bl N ] { : 

the miPdien's. 1. The village must ap- epen a e atura as 
yr ve a ‘ate which will provide an 
roe ate .eturn on the capital invest- 

recog T ‘ired to bring gas into the t h 
ake 2. “here must be a sufficient O C . 

They pet «| Customers to make it eco- 

and pggecall, practical now or in the near 

‘ore tmmere. 2. committee of the council, or e 
ality eq™#zen :roup, makes a canvass and Great Plains Area 

in, thins . \undred dollar deposit from 

ipturt Miter -ted customers. This money 
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dif the project fails or when 


ner’s service is connected to 


is pian has been highly success: 
t his been unnecessary for these 
S (6 assume heavy debt obliga- 
to build their own systems or to 
local distribution companies. In 
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KANSAS-NEBRASKA 


Natural Gas 


Company 
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For Dependable GAS Service 
Hastings, Nebraska — Phillipsburg, Kansas 
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Delaware Power & Light Company 


F, 


— NUE from gas heating sales 
which has become the bellwether 
of most companies in the northeastern 
states continues to increase in ever 
larger annual increments. The un- 
precedented rate of new home con- 
struction in northern Delaware and 
the almost 100 per cent use of gas for 
heating in these houses account for 
this market gain and consequent con- 
trolling effect on our system peak. 

To meet these substantial gains in 
load, we are utilizing and will con- 
tinue to participate in gas storage de- 
velopments which are available to us. 
Plans are underway to augment sys- 
tem production facilities, improve 
system security and meet peak loads. 


iy many problems of procure- 


ment, production, transmission, 
distribution, storage, regulation, fi- 
nance, labor and a host of others can 
be handled more expeditiously and 
efficiently if sales—profitable sales— 
are realized today and if they can be 
anticipated when we peer into the 
future. 

Storage facilities permit us to sell 
peak winter loads at a profit. This 
basic, high volume business is in 
jeopardy. Oil and coal have been com- 
petitive fuels for many years and 
millions of dollars will be spent to 
launch programs all over the country 
promoting the relatively new use of 
electrical energy for heating. All year 
round use appliances such as ranges, 
water heaters, dryers and refrigera- 
tors are now highly competitive. 

In addition to meeting competitive 
problems we should guide sales effort 
toward obtaining: 

1. High load factor applications 

2. Off-peak business 

3. Volume sales of appliances 
with comparatively small in- 
dividual loads 


The value of high load factor and 
off-peak business is obvious. Some gas 
equipment and appliances such as re- 
frigerators, air conditioners and gas 
dryers, have low revenue return per 
unit, but the volume possibilities are 
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Wilmington, Delaware 


P. Hyer, President and General Manager 


These improvements, plus adequate 
allocations of firm gas from our sup- 
plier, would enable us to continue to 
serve efficiently the large additions of 
low load factor gas imposed by resi- 
dential heating. 

However, we are becoming increas- 
ingly concerned with the delay in and 
uncertainty of the outcome of certifi- 
cate cases involving the delivery of 
firm allocations by pipeline companies, 
and to a lesser extent with the upward 
trend in the cost of gas delivered to 
our system. 

The present confusion and contro- 
versy regarding certificate cases can 
only result in delay and uncertainty in 


Equitable Gas Company 
Pittsburgh, Pennsylvania 
D. B. BEECHER, President 
Sales Can Cure Many Business Iils 


so great that worthwhile saturation of 
such markets can be very profitable. 
The psychological effect of each piece 
of equipment on the All-Gas House 
concept, as well as on the over-all use 
of gas in commercial establishments, 
adds further to the importance of 
every piece of gas-using equipment. 

Electricity has become highly com- 
petitive for many types of commercial 
and residential appliances and equip- 
ment. Our sales job must include the 
retention of existing business against 
competition, as well as the sale of new 
appliances in volume against compet- 
ing forces which constantly are 
expanding and strengthening their 
operations. 

Experience in almost every state 
has demonstrated to operating com- 
panies that rate increases to offset ris- 
ing operating costs, regardless of the 
justification, will not be approved 
without time lag inherent in regula- 
tion. 

We also must be mindful of the 
experiences of other industries and 
realize that, even if rate increases are 
granted, the gas industry might “price 
itself out of the market” and the point 
could be reached where competition 
rather than regulation will control 
our destinies. 

The only sound solution to this 
problem, after operating economies 
are practiced in every possible way, 


the delivery of firm allocatior 
pipeline companies. Should this 
seriously impair our ability to 
our customers through one he 
season, untold damage will have 
done to the standing of the zas y 
industry and the governmental 
cies charged with responsiblity {f 
regulation in the eyes of its custo 
shareholders, and employees. 
An equitable and expeditious 
tion to the multiplicity of gas pr 
tion problems now besettin» the 
eral Power Commission mus 
found if the gas industry is to 
with confidence to meet growin 
quirements of its customers. 


is to increase sales—profitable g 
These objectives “just won't 
pen.” They will require mark 
programs which include effe 
sales, service and public relations 
tivities which are conducted ent 
astically and administered in an 
telligent manner. 
More than ever before, our s 
challenge will require: 
1. A comprehensive 
of our markets 
2. Trained sales personnel 
3. Cultivation of our markets 
by effective advertising ani 
promotional activities 
. Aggressive, enthusiastic 10- 
spired sales effort covering 
all markets. A sound, intelli 
gently conducted merchar- 
dising program by the 
company is an important i 
gredient in the sales efforts 
in the residential market. 
Indications are that the indu 
can have confidence that they can 
ize the necessary sales objective 
they tackle the market in an intelli 
enthusiastic manner. The activiti 
the Equitable Gas Company wil 
administered and directed tol 
achieving sales objectives which 
only are desirable and valuable bit 
absolutely necessary for cur fl 
welfare and growth. 
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The use of GAS is on the upswing 
in Public Service Territory 
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Gas consumption by our customers in New Jersey is expected to reach 
846,000,000 therms this year, and it is forecast that there will be a 45% 
increase in the use of gas in Public Service territory within the next 


five years! 


More than $20,000,000 will be expended this year for new construc- 
tion, automation of equipment and receiving stations and “looping” within 


our distribution system. 


Our constant planning for the future, assures the growth and depend- 


ability of our gas service! 
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Greeley Gas Company 
Denver, Colorado 


Putting “Peopleness” Into Advertising and Commu 


bs not easy for a small but growing from this standpoint: that people think 
gas utility to do a uniform, con- of Greeley Gas Company, not as a 
sistent public relations job, when its “faceless monopoly” (the fate of 
23,000 meter customers are scattered many utilities), but as a working citi- 
throughout 36 communities in five zen, a good neighbor and the friend 
districts—three in Colorado, two in of all it serves—and that includes 
Kansas—with 120 miles between the nearly everyone. 
two closest districts ! How have we been able to establish 
Yet we believe Greeley Gas Com- this personal bond between the com- 
pany rates well in these communities, pany and such widely separated cus- 

















Typical spring day of Russellville small-farmer 
Ronald J. Starks: Daylight to 6:45 A.M., chores and 
equipment maintenance; 7 A.M. to 3:30 P.M., shift 
as setup man at Rockwell Manufacturing Company; 
after hours, plowing and planting till dark. 
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MAKING CROP’’ 
in Kentucky, 1960 Style 
For thousands of Kentucky’s small- _ sites, access to major waterways, na- 
farmers, tractors have shrunk the _ tive raw materials, power, and an 
tasks of the home place to part-time excellent gas supply. Financing has 
size. But the steady, urgent rhythm now been created to raise Ken- 


of “making crop” is in their blood. _ tucky’s schools several rungs up the 
With their help many Central and national ladder. 


Western Kentucky branch plants Experienced executive specialists 
out-produce all other units operated’ in the Industrial Development De- 
by the same companies. partment of Western Kentucky Gas 


Other special advantages of Cen- Company will gladly assist you in 
tral and Western Kentucky are our investigating. Handling is confiden- 
cross-roads location, abundance of | tial. Call or write us today. 


COMPANY 


OWENSBORO, KENTUCKY 


WESTERN KENTUCKY 


GENERAL OFFICES 
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Homer S. LANNING, Vice President & Treasurer, and 
Lee E. ScHLESSMAN, Vice President, General Operating Procedures 
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tomers while doing an effective selffpning. 

job on natural gas and gas ec ustom 

That’s where ‘“Peoplene:s is tr 

in. h eve 
Think of “Peopleness” as 

togetherness, but on a larcer sq) Ri 










It suggests the human touch, 
ing the fact that customers «> 
who expect you—a busine ring 

people, too. It’s part of the *two-g§ter | 
street” idea, whereby the util ty shqlfefore, 






nptne 
's ga 










































contribute something to th \ J 
nity, not just wrest a prof htt 
merely by delivering natural pany’ 
through a pipe. F cont 

“Peopleness” works for Gre regu 
Gas Company in nearly every pifikstmas 
of operation. It’s reflected in mod@me t: 
well-maintained properties, courtdlhle the 
personnel, generous employee wal” Gr 
scales and benefits, safe driver awaihdise, 
programs, and active participationfihielp e: 









individuals in civic affairs. In 
“Blue Flame Rooms,” the comp 
furnishes (at no charge) kite 
laundry demonstration and mee 
facilities to thousands of custon 
in club groups and community 
ganizations. 

But perhaps the most immedia 
apparent evidence of the human 
proach is in our weekly advertis 
program, which we believe to 
force second only to our personne 
establishing and holding a warms 
tionship with our towns. 

We like people, and we like pe 
in our ads. We try to get into all 
advertising a feeling of friendlin 
of course—but, beyond that, 
deeper elements of human inten 
helpfulness, fairness, service, prog 
and community betterment. Our 
vertising must make people * 
good” about natural gas and the ct 
pany that brings it to them. 

Greeley Gas Company’s a:lverts 
is divided into four main subjects: 

(1) Appliance promotion is| 
signed more to get across the gen 
benefits and enjoyment of gas t0 
derived from the latest gas appli 
rather than to tout any partic 
brand. While we do occasionally 
vertise brands and prices, we feel! 
the natural gas utility must offer ld 
ership in promoting the use of mot 
gas-using appliances and equipit 
By so doing, alert indepe:dent 
pliance dealers can “hook cn” tof 
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paigns to merchandise their own 
ds an | terms. 


PD) Gas product promotion keeps 
omers happy and_ enthusiastic 
t ther natural gas service—es- 
ally in home heating and air con- 
ining. ts job is to make allies out 


M@ustom:rs; get them thinking that 


is truly a great service, and is 
heve y cent of the monthly bill- 


tr sqm) Reminding customers of. the 


nptness and efficiency of the com- 
's gas service builds good will, by 
ring information that leads to 


otter longrange satisfaction and, 


efore, customer loyalty. 


) Institutional messages are 
ihtfully prepared to mirror the 
pany’s interest in people and their 
c convictions. These messages ap- 

regularly on such occasions as 
istmas, Easter, Independence Day, 


@me tax time and election day. 
(ile these themes admittedly do not 


river aw 
ici pation 


munity 


mmedial 
human 


that, 
inten 


” Greeley Gas service or mer- 
dise, we believe firmly that they 
elp establish the utility in a posi- 
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tion of prestige and respect as a “citi- 
zen” helping preserve a high standard 
of living in the communities served. 

It is worth mentioning that fully 
half the company’s advertising is de- 
voted to the last three subject classifi- 
cations. 

Is this whole program worthwhile? 

Yes, definitely! Carefully planned 
advertising, packed with “People- 
ness,” has helped Greeley Gas Com- 
pany build greater and more uniform 
load through year-round use of gas 
equipment. Also, there is income from 
the direct sale of appliances. More- 
over, by keeping customers informed 
—such as suggesting care of their 
heating equipment in spring and fall 
—the work schedule of each district’s 
service department is eased to some 
extent. 

This long-haul philosophy has had a 
marked effect on how the public feels 
about rate increases, service expan- 
sion and the renewal of company fran- 
chises. We have found that, in towns 
where this kind of continuing adver- 
tising plan is a strong part of a utili- 
ty’s operations, there is a very high 


level of service satisfaction and com- 
munity acceptance of both natural gas 
and the company itself. In the matter 
of rate pass-ons, for example, there 
is a minimum of customer reaction 
and never any real opposition. 

All Greeley Gas Company advertis- 
ing, publicity and collateral material is 
prepared by our advertising agency, 
Gaien E. Broyles Co., Inc., of Denver, 
whose offices are convenient to our 
administrative headquarters for the 
entire gas distribution system. Having 
served us for 12 years, the Broyles 
organization is like one of the family, 
and is able to handle all details of 
creating and co-ordinating an effective 
program with minimum supervision 
on our part. 

Since both company and agency 
agree wholeheartedly in the concept of 
putting “Peopleness” in our advertis- 
ing, the team works well together in 
building a successful “small but grow- 
ing” gas utility, with the accent on 
“growing” in all five districts contain- 
ing 36 communities of our favorite 
customers—people. 








ARKANSAS LOUISIANA GAS CO. 


and wholly owned subsidiaries 


Arkla Air Conditioning Corporation 


Arkansas Cement Corporation 
Arkansas Louisiana Chemical Corporation 


Arkansas Louisiana Finance Corporation 


Reynolds Gas Regulator Company, Inc. 
Pitts & Bryant Co., Inc. 


Arkansas Industrial Pipeline Corporation 


LITTLE ROCK, ARKANSAS & SHREVEPORT, LOUISIANA 
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THERE MAY BE HOMES HERE NEXT YEAR 


From the Rockies to the Gulf lies a big and busy land. Big in space, big in minerals and big in ot 
gifts of nature, and busy building homes, schools and buildings for a growing population. 


Southern Union Gas Company serves more than 340,000 customers in 71 cities in Texas, New Mexi 
Arizona and Colorado. Gas customers in some of the principal cities — Albuquerque, E] Paso and Ausi 
for example — have doubled in the past 12 years or less. 


In smaller centers like Farmington, New Mexico, customers have increased 500 per cent in the | 
decade. It’s a challenge, serving such a vigorous area. So much depends on natural gas! 


To give growth here a free rein, Southern Union has had to look ahead and invest ahead at an aver 
of $11 million a year, bringing our total investment to date to more than $142,000,000. Today, as us 
we’re looking past the newly sectioned suburbs — out into the prairie. That’s where the streets wil 
before long. Southern Union and its 16,500 stockholders have faith in this country that is just ™ 


beginning to grow! 


Serving the Great Southwest — America at its best 


SOUTHERN UNION (55 ZA. & compa 








ur company will start construc- 
tion this fall of a central station 
t to provide both steam for heat- 
and chilled water for the air 
ditioning of the buildings in Con- 
tion plaza, Hartford’s compre- 
sive downtown redevelopment. It 
be the first plant of its kind in 
country owned and operated by a 
utility . 
he large air conditioning load 
ch we will serve with this plant 
provide us with a prime outlet 
excess summer gas and improve 
overall load factor. Since the op- 
ion of this central station will be 
er our control, we can easily 
ch fuels to our best economic ad- 


lowa- 


August of this year gas was made 
available without limitation—for 
first time since 1947—to all large 
mercial and industrial users for 
ce heating and other applications 
ose service areas of Iowa-IIlinois 
sand Electric Company for which 
is obtained from Natural Gas 
peline Company of America. 
otaling 32.5 million cubic feet per 
y, the allocation of gas which made 
s possible also permitted initiating 
‘ice in certain areas not previously 
red. It was preceded by the re- 
al in 1958 of restrictions on the 
of gas for space heating by resi- 
tial and small commercial cus- 
ers. 
ypical of the growth in gas re- 
rements which have exceeded the 
ply since 1947 is the increase of 
per cent in total sales of firm gas 
ing the year ending July 31, 1960, 
omparison with the previous year. 
ring the same period interruptible 
Ps advanced 8.5 per cent, and the 
ber of residential space heating 
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The Hartford Gas Company 
Hartford, Connecticut 
W. T. Jess, President 


The use of this central plant will 
eliminate the need for the new build- 
ings in the redevelopment and ad- 
jacent area to provide for their own 
individual heating and air condition- 
ing plants, thereby saving valuable 
space for other purposes, and will 
eliminate the need for unsightly water 
towers usually installed on the roof 
of buildings. 

The central station will be situated 
in close proximity to Constitution 
plaza, the redevelopment area, and 
the landscaping and architecture will 
be such as to make it an attractive 
addition. A pumping system will be 
installed to supply river water from 
the nearby Connecticut river. The cost 
of the building, equipment and dis- 


tribution system will be in the neigh- 
borhood of $3 million. 

Initially built to serve Constitution 
plaza, the plant will provide for 
eventual doubling of capacity to 200,- 
000 pounds of steam per hour, equal 
to 6,000 boiler horsepower. Steam 
will operate refrigeration equipment 
capable of freezing 9,000 tons of ice 
per day. 

By taking over the job of heating 
and air conditioning the buildings in 
this downtown redevelopment, we be- 
come one of the major factors in the 
city’s modernization program and 
establish gas as meriting first con- 
sideration in any future projects of 
similar magnitude. 


Illinois Gas and Electric Company 


Davenport, Iowa 
Cuar_Les H. WuitTMore, President 


customers increased by 8.4 per cent to 
a saturation of about 88.5 per cent in 
relation to the potential. 

During 1960 increased promotional 
emphasis has been placed on gas air 
conditioning through a co-operative 
effort with dealers in featuring mod- 
ern gas homes, and by means of 
direct-by-mail, newspaper, and radio 
advertising. 

One of the more unusual pro- 
grams which we have initiated recent- 
ly is known as “The Individual in 
Politics.” Consisting of a discussion 
course, it has 1,600 employee par- 
ticipants. The objective is to stimulate 
interest and participation in politics 
as well as promote better knowledge 
of government. 

Strictly nonpartisan in nature, it 
consists of a series of one-hour meet- 
ings each month which started in July 
and will extend through November. 
The discussion material was de- 
veloped from information contained 
in the “Action Course in Practical 


Politics” of the U. S. Chamber of 
Commerce. 

To permit complete participation, 
the employee organization was di- 
videded into 58 groups of twenty-five 
to thirty individuals, each with its 
own employee moderator. Each 
monthly session covers a given phase 
of political organization procedures, 
policies, and problems, which is writ- 
ten up in text form and distributed 
among the employees in each group 
several days before the date of each 
meeting. 

As a feature of the July meetings, 
a representative of each major party 
spoke before each group, endorsing 
the program, and urging more active 
interest and participation in politics. 
Presentations at the meetings include 
movies, charts, and folders. 

During the year of 1960 Iowa- 
Illinois will spend a record $23 mil- 
lion for expansion and improvement 
of its gas and electric facilities in 
keeping ahead of the ever-increasing 
requirements of the areas served. 


Iowa Power and Light Company 


S part of Iowa Power’s continuing 
program to improve the year- 
nd use of the investment in prop- 
, 4 ew promotional rate has been 
into effect to encourage the use of 
ral gas during the summer for 
conditioning. We pay heavy fixed 
rges throughout the year, de- 
mined by the amount of gas needed 


Des Moines, Iowa 


A. Paut THompson, President 
for delivery to the customers for 
househeating on the coldest day of the 
year. A new market is needed during 
the summer months. The promotion 
of gas air conditioning will tend to 
fill this void and make the use of the 
gas system more uniform throughout 
the year. 

This fall the company will add 
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seven new communities to its gas 
service. It is interesting to note that 
the applications exceeded estimates by 
53.7 per cent in these communities. 
Availability of gas supply is satis- 
factory to meet further growth in de- 
mand for service, and beginning in 
1961 the company plans to introduce 
(Continued on page 48) 
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natural gas service in another 23 com- 
munities in Iowa. 

This area is the richest agricul- 
tural area in the world but it is no 
longer predominantly agricultural in 
nature. Each agricultural dollar is 
now being matched by two industrial 
dollars, and farming as an industry 
now ranks fourth in dollar volume in 
the area served by Iowa Power. 

The decade of the 50’s witnessed 
great advances in the building of the 
load. Natural gas outstripped all other 
services, approaching virtual market 
saturation. New appliance develop- 
ment, growth in present communities 
and service to new communities will 
continue to increase this business. 

Rates for firm natural gas service 
used for space heating were increased 
late in 1959, principally to offset in- 
creases in the cost of natural gas from 
the pipeline suppliers. The company 
had hoped to effect increases only 
after settlement of the rate requests 
by pipeline suppliers and it was able 
to wait as long as it did primarily 
because of the substantial increase in 
the number of customers that began 
using gas for space heating during 


recent years. Many of these new 
space heating customers were already 
using gas for cooking and water heat- 
ing and little additional company in- 
vestment was necessary to pick up 
the increase in load. Even after this 
recent increase, natural gas in the 
company’s area is still substantially 
lower price than the less desirable 
competitive automatically-fired fuels. 
But, Iowa Power is concerned with 
the rate practices of the FPC which 
delay for many years the settlement 
of pipeline suppliers’ rate increase re- 
quests. 

The prospects are good for the 
natural gas business of Iowa Power. 
By 1964 it is estimated that this com- 
pany will have added at least 22,500 
additional gas customers, an increase 
of nearly 25 per cent over the present 
high levels. These new customers, in 
addition to increased consumption by 
present customers in industry and 
homes, assure a continued growth in 
gas sales to the predicted level of 34,- 
703,700 Mcf. The continuing trend of 
industrial growth throughout the com- 
pany’s service area should provide an 
excellent opportunity for sales of gas 


to industry. A major share of the 
pected increase in industrial gas ¢ 
sumption will go to present custom 
New industries also are expected 
add to the load. 

All gas appliances will cortinud 
receive strong advertising and 
chandising promotion. Sine | 


Power sells gas appliances in 17 cq ; 


munities, it is in a positio: 
maximum selling efforts to i 
appliance sales. In additic 
Power has had excellent relai: 
cooperation with all applianc: 
During the next five yer 
Power will invest apprcxi 


meting <P] 


server! 


Madditior 


$12.2 million in constructing new @piects hé 


will be devoted to bringing service 


new customers. 
Basically, the Iowa Power story 


a story of good balance—in the agfy 


it serves, in the sources of its re 
nues, in its capital structure, in 
physical plant. This balance presen 
by customer acceptance and put 
confidence is essential to so 
growth and the ultimate realization 
the earning potential so attractive 
investors. 











AMERICAN NATURAL GAS COMPANY 


A NEW JERSEY CORPORATION 


MICHIGAN CONSOLIDATED GAS COMPANY 
MILWAUKEE GAS LIGHT COMPANY 
MICHIGAN WISCONSIN PIPE LINE COMPANY 
AMERICAN LOUISIANA PIPE LINE COMPANY 


AN INTEGRATED NATURAL GAS TRANSMISSION AND DISTRIBUTION 
SYSTEM WITH MORE THAN HALF A CENTURY OF SUCCESSFUL 
OPERATION—SERVING MORE THAN A MILLION CUSTOMERS 
—CONTINUING ITS EXPANSION PROGRAM 
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Iowa Southern Utilities Company 


natural gas operations at lowa 
Southern, the year 1960 has de- 
ped onto a particularly eventful 
| For a number of years, we have 
ta backlog of natural gas space- 
ting «pplications which could not 
srvel from our limited supply. 
addition, initial service to several 
y communities awaited Federal 
yer (ommission approval. Origi- 
application to serve some of these 
Bjects had been made as long as six 
rs ago. Early this summer we re- 
ed authorization for substantial 
reases in gas supplies for both new 
Jmunities and communities already 
ved. [t was not possible to get our 


Centerville, Iowa 
H. L. Mann, President 


1960 construction program underway 
until July. 

By the end of 1960, we will have 
installed gas distribution systems in 
nine additional communities and in- 
creased the number of spaceheating 
customers in presently served areas 
by 15 per cent. With the accelerated 
construction program, a major por- 
tion of our company budget this year 
is allocated for new gas distribution 
systems and extensions of existing 
systems. 

A gas training school was initiated 
to train personnel for work in the 
new communities to be served. The 
school presents a combination of 


classroom and on-the-job training, 
and has proven very effective in pro- 
viding us with competent employees. 

A successful dealer relations pro- 
gram which has been in effect for 
some time has been enlarged to in- 
clude the promotion of natural gas 
appliances. 

There will continue to be many 
problems in the natural gas distribu- 
tion business. Among these are secur- 
ing additional gas supplies for yet un- 
served customers and the increasing 
wholesale cost of natural gas. We feel 
these problems are surmountable, and 
look forward to a good future in 
natural gas operations at Iowa South- 
ern. 


Kansas-Nebraska Natural Gas Company, Inc. 


URING the past year we have been 
greatly gratified by the wide ac- 
bance we have found in our area 
the use of natural gas equipment 
year-around air conditioning. 
is certainly speaks well for equip- 
nt manufacturers, and it helps us 
only to meet the competition but 
better our load factor through the 
reasing summer use of gas. 
Ve have found that by working 
sely with local heating and air con- 
ioning dealers we can also stimulate 
m to intensify their sales of gas 
pment, and we have men on our 
ft whose responsibility it is to 
intair: close liaison with the dealers 
| hel; them in any way possible. 
Jury 1960 we have brought 
ural gas service to several com- 
imitie. in Kansas and in north- 


Hastings, Nebraska 
S. D. WHITEMAN, President 


western Nebraska. The acceptance of 
natural gas in those areas has been 
remarkable. 

It seems to us that our experience 
with air conditioning sales and the 
demand for natural gas in new areas 
during this year point out quite 
dramatically that the American peo- 
ple do not want to be restricted in any 
way in their choice of fuels. 

They will look for the most con- 
venient, modern, and economical fuel 
available; they find those features in 
natural gas. Should a National Fuels 
Policy be adopted, as urged by the 
coal interests, the people would not 
have this free choice; it would be de- 
termined for them. Furthermore, if 
natural gas were forced out of its in- 
dustrial, interruptible sales, the cost 


of gas service would become so high 
for the average homeowner that he 
would have to seek some other fuel 
despite the many other advantages of 
natural gas. 

It would seem, therefore, that the 
adoption of the National Fuels Policy 
proposal would be absolutely contrary 
to the principles of freedom of choice 
and opportunity on which the Ameri- 
can economic system was founded. 
It would be in opposition to the 
philosophy of healthy competition 
among industry for the benefit of the 
consumer. 

The American public should be 
alerted to the inherent dangers of 
such a proposal and the serious con- 
sequences it could have for natural 
gas consumers. 

(Continued on Page 50) 
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the utility industry steadily forward. The P. U. R. Guide was 
created to fill the need for a strong link in understanding the 
non-technical aspects of utility operations. Join over 240 other 
gas, electric, telephone and water utilities which have en- 


rolled in this program. 


THE P. 


Employee Information 
Organizational : Planning - 


Supervisory Indoctrination 


Public Utilities Reports, Inc. 
332 Pennsylvania Bldg., Washington, D. C. 
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GAS INDUSTRY LOOKS TO A DECADE OF OPPORTUNITY 


i prodigious, unparalleled 
growth of the natural gas indus- 
try during the last decade has served 
to establish natural gas firmly as a 
major energy, raw material and fuel 
source. Increasingly, natural gas has 
become a vital factor in the national 
economy, serving not only the home 
but business and industry as well. 

The coming decade will witness 
growth expected to swell our popula- 
tion from the present 175 million to 
200 million by 1970. The increased 
population will open new markets for 
more and better consumer goods and 
services, giving rise to the creation of 
new industries and the expansion of 
established industries. 

Never has the future offered 
stimulating a challenge to the natural 


so 


Lone Star Gas Company 
Dallas, Texas 


L. T. Potter, President 


gas industry. A progressive, united 
natural gas industry can and will 
compete successfully for its full share 
of that market. But it will do so in a 
climate of competition keener than 
ever before. 

To meet the challenge of competing 
fuels, the gas utility and pipeline in- 
dustry already is preparing for the 
future. More than $34 billion will be 
spent for plant expansion in the com- 
ing decade. Research activities will 
triple by 1965. By the end of the 
60's, the industry anticipates a gain of 
12.5 million customers and revenues 
totaling almost $12 billion. 

This is the bright promise of to- 
morrow. But these gains cannot be 
anticipated as the natural result of an 
expanded economy through expanded 
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| TEXOMA ENTERPRISES, INC. 
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1B seie-enid -eoney-s0ving features 
of Jaques All-Hydraulic Hole Dig- 
gers took 29 years to develop. 
Rugged, versatile Jaques TJ-254 
mounts on standard trucks, drills 
holes up to 48” diameter, to 25’ 
depth, in hardest soil or rock — 
FASTER, CHEAPER, EASIER than 
competitive machines! Fewer mov- 
ing parts insures minimum down- 
time, maintenance, operating 
costs. Shock-resistant device re- 
lieves strain in rock digging. Simple 
to operate with only 3 primary 
adjustments. FREE DEMONSTRA- 
TION WILL PROVE THESE CLAIMS!! 


TTexoma 


¥| ENTERPRISES, INC. 


HIGHWAY 75 NORTH SHERMAN, TEXAS 


population needs. There is « job 
selling to be done. This does not |i 
itself to the sale of natural gas 
pliances and equipment. Th» nat 
gas industry must sell itself in th 
broad areas to the public it sery 

In the first area, regulation m 
be realistic and impartial ii it is 
serve the best interests of the ¢ 
sumer anf all segments of tlie in 
try. Consumer problems are indy 
problems. Industry problems are ¢ 
sumer problems. These can be rec 
ciled. It would seem that the achie 
ment and maintenance of realistic; 
impartial regulation at all governng 
levels could be accomplished if th 
mutual problems were defined ; 
analyzed critically, then presented 
jectively with clear and positive 
tions. An informed public can be 
industry’s greatest ally. 

The value of the natural gas ind 
try as an economic factor, vital to 
health and welfare of the nation, m 
be outlined clearly. At the city, st 
and national levels, the substantial 
bills paid by the natural gas indus 
contribute toward improved scho 
roads, hospitals, welfare progra 
and community growth. Its pay 
adds impetus to business and inti 
trial growth. The increasing | 
portance of natural gas in defe 
production and the premium qaalit 
that render it especially adaptable 
home, business, and industry mi 
the continued vigorous growth of! 
industry essential to the national w 
fare. 


Research to produce better util 
tion of natural gas and improved § 
appliances and equipment the put 
will prefer must be premised ot 
conviction that the best that can 
developed today is only a thrust i 
ward toward an improved product 
the future. In a space-conscicus wo 
where obsolete is defined as prot 
of today, we must keep ahead ot! 
morrow. 


In these three areas, the n:-tural: 
industry has taken initial sieps. 
the selling job that remains t» be di 
must be achieved in terms of gi 
strides. A united, industry-wide el 
will cause future growth tc surf 
the record-breaking accomplishmé 
of the past. 
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«¢ _Is1 AND LIGHTING COMPANY 
has confidence in the future of its 
busine s. Our campaign of inten- 
sales «f house heating has gained 
acce} ‘ance in the LILCO terri- 
and jas substantially improved 
nue and earnings. More than 80 
cent 0: the new homes in our gas 
sinst.!l gas heat. In addition, the 
rs ani contractors in the area, in 
peration with our salesmen, are 
essful in converting older homes 
as from oil-fired furnaces. As a 
It, gas heating revenues have 
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Long Island Lighting Company 


Mineola, New York 
Joun J. Tuony, President 


more than doubled since 1957 while 
earnings are up 80 per cent. 

We expect to continue the success- 
ful promotion of gas. Long Island 
is still growing rapidly. In addition, 
there is a very large replacement mar- 
ket where oil burning equipment in- 
stalled some years ago breaks down 
and can be replaced by gas. 

Our biggest problem is competi- 
tion. On Long Island oil and gas are 
closely competitive in price, a situa- 
tion not found in many areas of the 
country. Gas sales are thus made on 


the undeniable superiority of gas, for 
which, we believe, our customers will 
continue to be willing to pay. How- 
ever, the rising price of gas at the 
well head, passed on to us by our pipe- 
line suppliers, is a source of concern. 
We believe that the producer is en- 
titled to fair and adequate compensa- 
tion. We do not believe, however, that 
he is entitled to “whatever the mar- 
ket will bear,” especially in light of 
the fact that the same companies that 
sell the gas are also in a position to 
set the price for our oil competition. 


Louisville Gas and Electric Company 


Louisville, Kentucky 
G. R. ARMSTRONG, President 


Some Remarks on Combination Gas and Electric Company Service 


ERE a so-called combination 
company serving a total of 195,- 
electric and 167,000 gas cus- 
rs. Although 22,000 of these elec- 
customers are located beyond the 
rent reach of our natural gas 


gas customers are also users of our 
electric service. This means that most 
of our customers have the choice of 
using either our gas or electric service 
for such major household purposes 
as cooking, water heating and space 


with whichever kind or combination 
of service they prefer without making 
any effort to persuade them that 
either type of service is superior to 
the other. 
Of course, the customer’s choice as 
(Continued on page 52) 





heating. We’re happy to furnish them 








Importation of additional natural gas 
from Canada, scheduled to begin next year, 
marks another step in Montana Power’s 
continuing program to provide ample sup- 
plies of this low-cost, convenient fuel for 
the people and industries of the Treasure 
State. This project is part of an overall 
program of exploration, development and 
purchase designed to make sure Montana 
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continues to enjoy the convenience of 
natural gas. 

Pipeline construction such as that shown 
below will get under way this spring to 
build 55 miles of 16-inch line necessary 
to bring the Canadian gas into Montana. 

Projects such as this are good news for 
Montanans, who have been using natural 
gas since 1931. 


THE MONTANA POWER CO. 
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between gas and electric service is 
importantly influenced by relative 
costs of gas and electric operation, 
particularly for cooking, water heat- 
ing and househeating. For example, at 
our 2-cent residential electric rate he 
pays $2 for 100 kilowatt-hours of 
electric range consumption. His cost 
of doing the same cooking job with 
1,000 cubic feet of 1,030 Btu natural 
gas, billed at the initial blocks of our 
present gas rate, would be $1.29. The 


71 cents difference isn’t enough to 
keep him from installing an electric 
range if that’s what he wants. 
However, consider water heating. 
At our electric water heating rate of 
1.1 cent the net electric billing for 
average monthly water heating usage 
of 320 kilowatt-hours is $3.52. Com- 
parative billing for doing the same 
job with 1,800 cubic feet of natural 
gas computed at follow-on rate after 
1,000 cubic feet of gas range con- 








This vertical treadmill 
converts the energy 
which the man ex- 
pends in climbing end- 
lessly from step to 
step into considerable 
power of compression 


“ONE” 


This exclusive R & S service is made possible by 


this machine of our invention 


It is a treadmill to prepare rate bill analyses with your own staff and 
facilities, compared with the compression of time and effort achieved by 


the “One Step” Method. 


All the work is done in our office, your staff is free of detail, and most 
important, “One Step” Analyses give you month-to-month reports when the 


data is still fresh and useful. 


Invaluable to rate engineers in checking present trends and plotting 
future ones. And, the reports are strong supporting source material in 


presenting rate cases. 


May we send you the free booklet describing the 
-“One Step” Method of Bill Analysis? Simply write Dept. U-1 


RECORDING & STATISTICAL 


CORPORATION 


100 Sixth Avenue - 


New York 13, N. Y. 


sumption is only $1.38. That’s s 
less per month or $25.68 less per 
with gas service. This is quite a; 
ing and we think explains why » 
tically all of our gas customers 
gas instead of electricity ‘or y 
heating. 

What about comparative cost 
gas and electric househeatin: ? Dy 
the 12 months ended July 31, | 
when Louisville degree das tot 


4,748 or 9.3 per cent over 4, 


normal we supplied 17,122 000 | 
of gas househeating to an averag 
117,583 residential heating « usto 
for which they paid us $11,647. 
or an average of 68.03 cents per } 
That represents an average heaf 
consumption of 145.6 Mci wit 
corresponding average gas heating 
of only $99.06 per space heating 
stallation. Adjusted downward to 
basis of a normal heating se 
these averages would be reduced 
133.2 Mcf and $91.15, respectiy 

To date we’ve taken on about 
electric househeating customers ; 
special rate of 1.5 cents per kilow 
hour established in 1958. A detai 
analysis of these electric heating j 
discloses that in a normal Louis 
heating season the consumption ¢ 
Louisville area home equipped y 
the exceptionally good __ insula 
which is a must for electric heat 
will average 9  kilowatt-hour 
square foot of floor area. This me 
that for an average home with |, 
square feet of floor area requi 
heating consumption will norm 
total 13,500 kilowatt-hours with aq 
responding 1.5 cent electric ene 
cost of $202.50. This is more t 
twice the present cost of gas hea 
for the same size of home equipf 
with only conventional insulation. 
think it explains why the vast 
jority of our cost-conscious cust 
ers use gas for househeating and 
our present and prospective elet 
househeating loads are pretty m 
restricted to areas in which ¢ 
natural gas service is not available 

By reason of our company’s fav 
able electric rates in combination 
our lower than average gas rates 
believe our residential cust: mers § 
joy one of the lowest comb ned « 
of unsubsidized gas and electric 
ice to be found anywhere in! 
United States. 
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J. E. Corerte, President and General Manager 


wy th: Federal Power Commis- 
sion lispose of its tremendous 
log of gas cases by following the 
pple s°t by the National Energy 
dof Canada? 

nce J ne Montana Power Com- 
is a pioneer in the importation 


@.s from Canada I have had an 


iiy to intimately observe the 


Wiatory procedures on both sides 
@r northern border and I believe 


the National Energy Board has 
i a land mark in the field 
atura! gas regulation. 
e National Energy Board came 
existence on November 2, 1959, 
within two weeks had received 
applications for licenses to export 
On November 20, 1959, prehear- 
conferences were held by the 
rd wherein procedures for a joint 


i@ing were worked out between the 


rd members, the Board staff and 
sel for the Applicants. 

his joint hearing involved a total 
ore than 6.7 trillion cubic feet 
ras and the construction of facili- 
in Canada costing over $300 mil- 
dollars. The Federal Power Com- 
ion has never ‘been presented 
acase of the same magnitude nor 
ngle case involving such impor- 
questions of public interest for 
entire nation. 

earings started on January 5, 


i@™), and proceeded on a five-day per 
mx basis until February 12, 1960. 


proximately fifteen interveners 
ely participated in the hearing. 
Board required that cross-ex- 
ation of witnesses proceed im- 
iately after their direct examina- 
had heen completed. 
he ‘earing continued without 
ss or delay for approximately 
weel.:. At the completion of the 
> 1 one-day recess was given 
e-e for oral argument. One 
was allowed for the oral 
and at its conclusion the 
submitted for decision. 
‘re no briefs as the oral 
was considered adequate. 
‘ks after the completion of 
igs the Board filed a com- 
> and voluminous report to 
nor in Council recommend- 
' ‘our of the applications be 
id that one be denied. 
‘conths after the applications 
, export licenses were is- 
‘he four successful appli- 


jocedure followed by the 
onal Energy Board is not new. 


GAS INDUSTRY LOOKS TO A DECADE OF OPPORTUNITY 


The Montana Power Company 


Butte, Montana 


Many state and Federal Courts in 
America throughout the years have 
required that all of the evidence be 
presented at one time, that every 
witness be cross-examined immediate- 
ly upon the completion of the direct 
examination, that oral argument fol- 
low immediately after the completion 
of the presentation of the evidence 
and that the case then be considered 
as submitted and ready for decision. 

I suggest that this procedure as fol- 


lowed by the National Energy Board 
in Canada and by many of the courts 
in the nation, if adopted by the Fed- 
eral Power Commission, might dis- 
pose of its enormous backlog of gas 
cases. Such a procedure would ma- 
terially reduce the cost of regulatory 
proceedings both from the standpoint 
of the commission and of the parties 
and would result in substantial sav- 
ings to the taxpayers and to the cus- 
tomers of the companies involved. 





a MAJOR FACTOR 








in developing the 
Intermountain West 





MOUNTAIN FUEL SUPPLY COMPANY 


Salt Lake City, Utah 


In rapidly expanding Utah-Wyoming area, the 
Company now serves 82 communities and more 








than 165,000 customers — in the production, 
transmission and distribution of Natural Gas. 


“fe 


Highlights of 1959 


(and comparison with 1958) 





1959 1958 


Total gas revenues. . $28,528,855 $26,088,644 


Net income......... 
Net income per share. 
Dividends per share. . 
Book value per share. 
Number of customers. 


3,871,619 


3,438,800 
1.57 

1.20 
18.87 
155,444 


1.77 
1.20 
19.44 
165,663 


Dividends have been paid each year since its organization 
in 1935. Listed on Pittsburgh Stock Exchange. 





1959 Annual Report will be 
sent upon request. Address: 
Secretary, Mountain Fuel 


Supply Company, P. O. Box 989, 


Salt Lake City 10, Utah 


natural 


EWN 


serves best...costs less 


MOUNTAIN FUEL SUPPLY COMPANY 





180 East First South 


Salt Lake City 10, Utah 


WHAT IS A 
TEMPORARY 
ENGINEERING 
SPECIALIST? 


It depends. At Commonwealth, he is one of 190 
registered Professional Engineers on call to help 
clients with special problems. These engineering 
specialists are available to your company whenever 
specialized talent, extra manpower or depth of 
experience is needed. 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Management Consultants Professional Engineers 
New York, N. Y. Jackson, Michigan 


Houston, Texas Washington, D.C. 
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Mountain Fuel Supply Compan 
Salt Lake City, Utah 
W. T. NIGHTINGALE, President 


O peterr Fue Supply CoMPANY has 
pleted thirty years as an integrated ng 
gas company engaged in exploration, produg 
transmission and distribution of natural gas, 
sonal heating of residential and commercial g 
tures has been and continues to be the lead 
growth in volume sales and revenue. With 
connections increasing at the rate of nine tq 
thousand each year, the company now serve 
proximately 170,000 customers. Of these, 


per cent use gas for seasonal heating of ha 


and commercial structures. Accordingly. the “ 
demand” which is required during the od 
winter temperatures continues to be the 


problem in the maintenance of an cconomh 


average load. The company has always been 
tunate in having a number of large interrup 
industrial customers by which it can balanced 
load and secure a planned over-all system 
factor without storage or peak shaving. 

It is recognized, however, that there is a 
to the amount of large volume interruptibk 
dustrial business which is available. Accordi 
since the seasonal heating load will continy 
increase, other measures to complement its 
load factor must be planned and developed. 
company has been making intensive efforts td 
prove the load factor and average revenue in« 
ways. An attractive rate applicable to the seas 
heating of very large structures and institut 
provided they install adequate standby fuel 
accept curtailment secondary to the large in 
trial users has met with considerable success. 

Although gas water heaters are used by 8 
cent of the customers, a major sales prom 
program is in operation by which it is beli 
the water heating saturation can become equi 
that of house heating, namely 96 per cent. 
parable sales efforts are devoted to other dom 
uses of a non-seasonal nature. An intensive 
liaison with dealers is endeavoring to dev 
summer air conditioning. Some success has| 
apparent with large new office and comme 
buildings. While the strictly summer type of 
mercial load such as canneries, road maf 
preparation, large swimming pools, etc., have! 
considered as saturated for some years, suf 
ingly, new additions regularly continue. 


promc 
Ider. O 


As to gas storage, unfortunately, Mout 


Fuel’s semi-depleted reservoirs are all 2 


wrong end of the system. During recent yq™? 


considerable geological studies have sought t 
aquafers in the distribution area. The compa 
presently investigating what appears to be a¥ 
filled closed structure located about thirty 
miles up-stream from its principal sales area.} 
nomics have so far ruled out peak shaving 

The foregoing brief remarks have touched 
only one phase of our problem and planning 
have selected this subject because increas 
tention to all means of load balancing has 
become more imperative than heretofore witt 
company. 





ASHVILLE GAS COMPANY con- 
tinues its healthy growth in cus- 
ers, sules and revenue. 
Dur business is built on sales and 
‘ice, since we have relatively little 
‘Bice advantage over other fuels. 
Sih intensive TVA competition in 
area, every home built in our 
ice aiea is a battle of the fuels— 
Wyeen gas and electricity. Last 
i's residential electric customer 
d less than 1 cent per kilowatt- 
r for electricity in Nashville. In 
te of this, we have increased our 
bre of the speculative homes for 
s this vear. 
his has been accomplished largely 
promotional help for the home 
Bilder. Our company furnishes pro- 
tional material, advertising and 
sonnel to aid in selling homes 
ipped with gas. We have, for 


ibl@eral years, been diligently plug- 


g the “Fresh Air” story (as com- 


ESEARCH is the one area of utility 
operations which assures a utility 
t it will endure and will grow. Re- 
rch is all-important. Its value can- 
be overemphasized. The gas in- 
try is already active in research, 
much more vigorous and broader 
ots are an absolute must if we 
to keep our competitive position 
the supplier of the best and most 
bnomical fuel for homes, businesses 
@i industries. In addition, an inten- 
e research program helps to en- 
ce the industry’s modern and 


Intensification of research by utili- 
is taking three co-ordinated 
tses. Sponsored research—such as 
t of the American Gas Association 
Gas Appliance Manufac- 
ers’ \ssociation—is being broad- 
ed, arid should be expanded even 
re in the near future. The other 
@ courses represent action by in- 
dual utilities: they adapt new 
hnology developed by other com- 
es’ research departments, and 
y actively engage in their own re- 
rch projects. 

At Northern Illinois Gas Company, 
research interests include: 
Reading of large meters by 
teleplione; 

Directly converting gas to 
electricity by both thermoelec- 
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Nashville Gas Company 
Nashville, Tennessee 
WisTeER H. Licon, President 
pared with stale air electric resistance 

heating). . 

We have strongly advocated first, 
gas air conditioning—and second, 
provision for some kind of air condi- 
tioning when the house is built—even 
though it may have to be added later. 

There is now a great interest by the 
public in air conditioning and gas 
lights. Some builders are installing a 
gas light with each new home, and 
we have several gas lighted sub- 
divisions. 

With 83 per cent saturation of gas 
heat among our customers, we can 
well afford to concentrate on new 
homes. 

Our company recently completed a 
modern service center for our op- 
erating department. This, together 
with our attractive downtown office, 
completed a few years ago, gives us 
an attractive front to put before the 
public. 


Northern Illinois Gas Company 


Aurora, Illinois 
MarvIN CHANDLER, President 


tric generators and fuel cells; 
Sealing main joints internally 
by remote control; 
Inspecting mains internally 
with closed-circuit television; 
Developing new techniques in 
aquifer storage; 
Perfecting the hydrogenation 
of coal. 
Of course, we are also very interested 
in dynamic improvements in appli- 
ances, such as infra-red ovens and 
ceramic burners. 

Other important NI-Gas targets 
also will result in more modern, ef- 
ficient operations, as well as better 
customer and public relations. Some 
of these are bolder planning, partic- 
ularly in long-range planning; work 
simplification; increased mechaniza- 
tion; improved safety; expanded 
market research; extended sales ac- 
tivities; broadened public relations; 
and intensified employe communica- 
tions. We are in the second year of 
our five-year “Growth Opportunity” 
Plan—a gradual realignment of our 
organization that is permitting us to 
expand in an orderly manner, and is 
improving prospects for future prof- 
itable operations through higher ef- 
ficiency. 

Rapid growth continues to high- 
light our operations. In the past 
twelve months, we have added 47,800 


We believe if we are going to talk 
modernity, we must be modern—in 
buildings—in trucks—in meters—in 
uniforms—in service. 

Our company has a plan of keeping 
modern gas appliances in the home 
economic classes of all our schools, 
with our home service girls giving 
cooking and drying demonstrations 
from time to time. 

Last year, we started a mobile 
office, which is an office in a trailer. 
This office moves all over our service 
area, allowing our customers to do 
business with us and to see modern 
merchandise at the same time they are 
paying gas bills. 

Nashville Gas is probably the only 
privately owned utility where a cus- 
tomer can pay his gas, electric, water 
and telephone bill at one place. This 
can be done at our main office. 

We expect 1960 to be our best year. 


new customers and now have about 
700,000. Additional supply and stor- 
age gas has enabled us to connect ap- 
proximately 95,000 more gas space 
heating customers in this period. 
Around 400,000 of our customers 
now have space heating. 

We received an increase in our 
daily pipeline supplies of 118 million 
cubic feet per day for last winter, and 
are getting another 101 million cubic 
feet daily for the present heating sea- 
son. This will bring our total to 619 
million from three major pipeline sys- 
tems. An increase of 73 million more 
is on order and expected before the 
end of 1961. 

Underground storage facilities will 
provide up to 310 million cubic feet 
daily this winter—an increase of 125 
million over a year ago. Our under- 
ground aquifer storage reservoir at 
Troy Grove, Illinois, is operational 
for the first time this autumn. This 
reservoir can furnish 100 million 
cubic feet a day now and already is 
being expanded. Our efforts to de- 
velop other similar storage reservoirs 
have been accelerated. We hope and 
expect to have substantial additional 
quantities of gas available from stor- 
age to meet an estimated peak day 
sendout of 1.5 billion cubic feet in 
four years. 

(Continued on page 56) 
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In the five-year period of 1960-64, 
we plan to spend $200 million on con- 
struction, including $38 million for 
under-ground storage development. 
About $140 million of new capital 
will be needed. This year we raised 
$45 million of this total in new money, 
including a $30 million 25-year first 


mortgage bond issue awarded July 13. 
The issue, with a 48 per cent coupon 
and a public offering price of 100.369, 
gave us a net annual cost (after ex- 
penses) of 4.68 per cent—the lowest 
cost obtained by any utility in over a 
year. 

In the twelve months ended July 


North Shore Gas Company 
Waukegan, Illinois 


31st, we sold 164 billion cubic fee 
natural gas. Revenues climbed 
$125 million (up $26 million { 
the prior year) and earnings per q 
mon share were $2.13 (a 22 per 
increase over the previous ty 
months). 


Roy E. Jones, President and General Manager 


ORTH Shore Gas Company (lII- 
linois) has enjoyed a profitable 

year in its fiscal year just ended. 
Prospects for the following year seem 
to be favorable and there seems to be 
some easing of supply problems which 
have caused house heating waiting 
lists for twelve years. It seems likely 


Northern Natural Gas Company 


ORTHERN Natural Gas Company 
N is continuing the excellent 
growth that has been characteristic of 
many gas companies in the past 
decade. 

Presently the company is continu- 
ing its expansion program com- 
menced last year when the Federal 
Power Commission authorized the 








PUR. 
QUESTION SHEETS 


Best Way You Can Keep 
Informed on 
Utility Regulation : 


With the least possible expenditure of 
time, effort and money, utility executives, 
lawyers, accountants, engineers and 
others interested in any phase of public 
utility regulation can keep well informed 
through these brief, four-page leaflets 
issued every two weeks. 


They consist of 10 questions and 10 
authoritative answers based on current 
decisions revealing court and commission 
views pro and con. Annual subscription 


$10. 
Send your order to 
Public Utilities Reports, Inc., 
332 Pennsylvania Bldg. 
Washington 4, D. C. 











that residential heating can be brought 
up to date by the end of the calendar 
year, and commercial and industrial 
space heating can receive some atten- 
tion in 1961. 

Aggressive competition is in evi- 
dence, but it will be met with a well 
manned and well trained sales force 


Omaha, Nebraska 
Joun F. Merriam, President 


company to serve 342 additional 
towns in six states. 

Forty-three of these communities, 
including the Duluth-Superior area, 
were added last year. This year, 58 
of the communities are being added to 
Northern’s system. The company 
also is building facilities to bring 75 
million cubic feet daily to those com- 
munities presently on Northern’s 
system. 

Northern has filed two certificate 
applications with the Federal Power 
Commission which would expand the 
company’s system into new areas. 
One application would provide for 
facilities to supply Michigan-Wiscon- 
sin Pipeline Company with 75 million 
cubic feet of gas daily. The other ap- 
plication requests authority to con- 
struct a 63-mile pipe line from Du- 
luth to Silver Bay, Minnesota to serve 
a taconite processing plant and two 
communities. 

Like many other natural gas com- 
panies Northern has expanded its 
system rapidly in recent years. Well 
planned growth by the nation’s pipe- 
line companies has placed the indus- 
try in a very sound position with gas 
supply and markets both in good 
shape. But, of course, this rapid 
growth has not been attained without 
problems. 

Our principal problem in the indus- 
try resulting from this rapid growth 
has been the delay in Federal Power 
Commission decisions brought about 


supported by good advertising ; 
sales promotion among prospec{ 


new as well as existing gas cistom@y 


It seems probable that a req 
construction year will occur in 1% 


in this northeastern corner of III 


where the company serves apprd 


mately 60,000 customers. 


by the increasing number of certific 
and rate cases. FPC proced 
should be reviewed by Congress 3 
changed to help meet the great Iq 


which has been placed on the cof 


mission. Such points as the follow 
could be specifically considered: 


a. Eliminating all unnecessary 
data and procedures. 

b. Eliminating any right of 
competitive fuels to partici- 
pate in gas certificate or 
rate cases. 

Transferring the electric 
industry duties of the Fed- 
eral Power Commission to 
another agency to permit 
full Commission concentra- 
tion on gas matters. 
Simplify gas producer 
problems by providing for 
regulation of gas fielc price 
as a commodity, which gas 
is, rather than as a public 
utility service, which: it is 
not. 

e. A review of Federal income 
taxes as affecting regu: 
lated companies, inc'uding 
the gas utilities and pipe 
lines. 


I believe that a revisioi of P 
cedures considering such ois 
the above would enable ov; 12 
gas industry to more ably meet 
foremost obligation—that >f pl! 
interest. 


PUBLIC UTILITIES FORTNIGHTLY—OCTOBER |i, 





try and 
Gas C 


ORT ERN States Power Com- 
pai.y, which this year is spend- 
about $12 million to bring natural 
servie to approximately 35,000 
omer:. now provides natural gas 
ice ty more than 160,000 cus- 
ers. ‘he customers added this 
have previously been supplied 
ufactured gas service, a type of 


ice no longer provided by NSP 
srospeci of its service area as it has now 
Pec cen replaced with natural gas. 
cistom@ 


ast vear NSP’s gas revenues 
bunting to $26,049,000 represented 
B per cent of the company’s total 
Benues. 
‘orthern Natural Gas Company 
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sells natural gas to NSP for distribu- 
tion in Minnesota and Wisconsin. A 
second pipeline supplier, Midwestern 
Gas Transmission Company, now 
supplies natural gas to NSP, bringing 
in gas from Canadian fields which 
NSP distributes in communities in 
North Dakota, Minnesota and Wis- 
consin. 

Considering supplies from both 
natural gas suppliers, present con- 
struction is making natural gas avail- 
able in 32 more NSP communities 
with a total population of 347,000. 
The largest communities receiving 
natural gas at this time are Fargo 


Northern States Power Company 
Minneapolis, Minnesota 
ALLEN S. Kino, President 


and Grand Forks, North Dakota; St. 
Cloud, Winona, East Grand Forks, 
and Moorhead, Minnesota; and Eau 
Claire, Menomonie, and LaCrosse, 
Wisconsin, 

An incidental benefit of natural gas 
service, NSP finds, is its value as a 
public relations tool in helping com- 
munities thus served to promote in- 
dustrial development. NSP has an 
active industrial development depart- 
ment which is making the most of the 
importance to industry of natural gas 
service and is finding it a valued ad- 
dition to the list of assets of the com- 
munities it promotes. 


Oklahoma Natural Gas Company 


KLAHOMA Natural is an_inte- 
grated company engaged pri- 
rocedugfily in the business of purchasing, 
gress @ducing and distributing natural 
yreat I@@ for sale to retail and wholesale 


homers, 

ith the recent acquisitions of 
thern Oklahoma Gas Company, 
ch served the cities of Ponca City, 
ry and Newkirk, and the Stand- 
Gas Company, which served the 
s of Madill and Tishomingo, 
ahoma Natural now serves di- 
ly 395,205 customers in i63 cities, 
is, and adjoining areas having 
estimated total population of 


essary 


ht of 
artici- 
ite or 


lectric 
» Fed- 
ion to 
ermit 
entra- 


‘in active competition with 

t purchasers for new gas sujp- 
sand with two large electric utili- 
for «ur markets. Our gas heating 
ucer 
ig for 
price 
h gas 
public 
it is 
D is to be broken this 
i\imn on the 1,400-mile, $340 
lberta-California Project, a 
‘iameter pipeline system that 
Canadian natural gas to 

of Pacific Gas and Electric 

in northern and central 


\come 
regu 
uding 
pipe: 


-!berta-California pipeline is 
1 for completion by the 
‘ 1961-62, which will necessi- 


all-out effort by contractors 
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Tulsa, Oklahoma 
H. A. Epprins, President 


saturation is over 99 per cent. To 
balance our heavy heating load we 
are promoting vigorously gas air con- 
ditioning for residential, commercial 
and industrial use. We now have con- 
nected to our lines approximately 
51,600 tons of gas air conditioning. 

The company has four underground 
storage operations having a total ca- 
pacity of 157 billion cubic feet. To 
utilize this storage capacity to full 
advantage, our transmission system 
has been designed to transport gas in 
large volumes from our principle 
points of supply into and out of our 
storage facilities. 

As evidence of the effectiveness of 
our transmission and storage facilities, 
as recently as February 24, 1960, 
when we experienced our peak day, 
we delivered 779,227 Mcf to 380,541 


San Francisco, California 


during the coming winter and the 
1961 construction season. 

At the time of the preparation of 
this article, PG&E and its associated 
companies in the Pacific Northwest 
and in Canada, as well as the engi- 
neering managers for the Project, 
3echtel Corporation in the United 
States and Canadian Bechtel Limited 
in Canada, were preparing to award 
the primary construction contracts 
and begin the clearing and prepara- 


customers. On that day 47 per cent of 
the total gas delivered was supplied 
from storage. 

Our construction expenditures for 
the past year were $8.7 million ex- 
cluding the Northern Oklahoma ac- 
quisition. It is estimated that our capi- 
tal expenditures for the current year 
will be $9.1 million. Of this amount, 
approximately $1.8 million will be 
used to provide service to an esti- 
mated 9,900 new customers, $2.5 mil- 
lion for replacements and improve- 
ments to service facilities, about $1.9 
million exploration and drilling, with 
the remainder for additional invest- 
ment in gasoline plants, storage facili- 
ties, extension to new gas supplies, 
miscellaneous acquisitions, installa- 
tions and general items. 
















Pacific Gas and Electric Company 


SHERMER L. S1BLEY, Vice President and General Manager 
The Alberta-California Project Breaks Ground 


tion of the pipeline right-of-way. 

The Alberta-California pipeline 
will bring a new source of gas to 
PG&E and its 1,640,000 gas cus- 
tomers through the north end of the 
company’s system. Until now, PG&E 
has depended upon gas from Cali- 
fornia fields and upon gas from the 
Southwest piped to it by a single out- 
of-state supplier, El Paso Natural 
Gas. Company. 

(Continued on page 58) 
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At the beginning of operation the 
Alberta-California pipeline will bring 
into California an average of about 
415 million cubic feet of gas a day. 
The line is designed for optimum 
daily delivery of about 800 million 
cubic feet as PG&E’s system demands 
rise and as additional gas becomes 
available for export from Canada. 

In addition to carrying gas to Cali- 
fornia, the international pipeline sys- 
tem also will deliver gas to El Paso 
Natural Gas Company for distribution 
in the Pacific Northwest and to The 
Montana Power Company for distri- 
bution in Montana. 

In granting the application of the 
newly-organized Pacific Gas Trans- 
mission Company to build and operate 
the 614-mile Idaho-Washington-Ore- 
gon section of the Alberta-California 


line, the Federal Power Commission 
praised the Project in these words: 
“This proposal to connect the enor- 
mous Alberta gas reserves with the 
rapidly expanding west coast markets 
is one which holds promise of great 
benefits to both countries.” 

The California Public Utilities 
Commission, too, had approving 
words as it authorized construction of 
the 300-mile California section of the 
pipeline: “The logic of matching 
(PG&E’s) growing requirements for 
gas with the virgin gas resources of 
western Alberta is abundantly clear.” 

The California Commission cited 
PG&E evidence that during the 
period 1960-70 the population in the 
company’s gas service territory, now 
about 6,210,000, will increase by 
about 40 per cent. The commission 


went on to say: 

“The record contains clear and 
vincing evidence that the applic 
primary gas supplies must be 
stantially augmented to meet 
needs of an expanding popuation 
to maintain the vigor of C:liforj 
two-fuel economy.” 

The Project will also bring 
stantial economic benefits to Ca 
In addition to capital outlays for 
pipeline system proper in A'berta 
British Columbia, amountiag td 
estimated $145 million, niany 
lions more will be spent for proces 
plants needed to extract liquid hyq 
carbons and sulphur from the “s 
gas, and for well drilling :eede 
develop and extend the gas f 
from which the Project’s gas suf 
will come. 


The Peoples Gas Light and Coke Company 


HE Peoples Gas Light and Coke - 


Company and its pipeline and its 
storage affiliates, which we call 
“Peoples Gas system” for conven- 
ience, is continuing during 1960 to 
make additional supplies of gas avail- 
able in its market area. 

Natural Gas Pipeline Company of 
America and Peoples Gulf Coast 
Natural Gas Pipeline Company are 
currently engaged in constructing fa- 
cilities which will add 193,570,000 
cubic feet (1,000 Btu gas) to their 
combined peak day delivery capacity. 

Natural Gas Storage Company of 
Illinois is proceeding with an expan- 
sion program which will increase its 
peak day delivery capacity by 75,- 
150,000 cubic feet (1,000 Btu gas). 
Upon completion the peak day de- 
livery capacity of these three sources 
of gas will be 2,169,753,000 cubic 
feet, which represents a growth of 
about 15 per cent during the calendar 
year 1960. The cost of these expan- 
sion programs is estimated to be $76.7 
million. 

Pending before the Federal Power 
Commission is an application by 
Natural Gas Pipeline Company of 
America to acquire the assets of 
Peoples Gulf Coast Natural Gas Pipe- 
line Company and to take over the 
operation and facilities of the latter 
company. Both of these pipeline com- 
panies are wholly owned subsidiaries 
of The Peoples Gas Light and Coke 
Company and the combining of their 
facilities and operations will provide 
greater flexibility and achieve operat- 
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Chicago, Illinois 
Esxit I. Bjork, Chairman 


ing economies and other advantages. 

The permanent financing of the 
1960 pipeline expansion programs 
has been deferred pending decision 
by the Federal Power Commission on 
the application of Natural Gas Pipe- 
line Company of America to take over 
the assets of Peoples Gulf Coast. 

In the meantime, both of these pipe- 
line companies have filed applications 
with the Federal Power Commission 
to further expand their combined 
peak day delivery capacity by 105 
million cubic feet in 1961. It is our 
present expectation that Natural Gas 
Storage Company of Illinois will, in 
due course, file an application with 
the commission for authority to in- 
crease its peak day delivery capacity 
in 1961 by another 78 million cubic 
feet. These projects, if certificated, 
will increase their combined delivery 
capacity by another 83 per cent. 

The Peoples Gas Light and Coke 
Company, which distributes and sells 
gas within the City of Chicago, will 
have its supply of natural gas in- 
creased by about 78.5 million cubic 
feet per day as a result of the 1960 
expansion programs of its pipeline and 
storage affiliates. This has enabled the 
company to authorize space heating 
service to the equivalent of 55,000 
single family premises, although as a 
matter of fact the authorizations will 
go not only to single family residences 
and multi-family residential premises 
but also to commercial and industrial 
establishments. 

The Peoples Gas Light and Coke 


Company also had in prospect an 
crease of 20 million cubic feet of 
per day for delivery from Midwesj 
Gas Transmission Company lat 
1960 but hearings on this expan 
project are still pending before 
Federal Power Commission. 

Earlier this year the Illinois 
merce Commission authorized 
Peoples Gas Light and Coke ( 
pany to conduct a pilot test to de 
mine the feasibility of utilizing ag 
logical structure in the vicinity 
Mahomet, Illinois, for the un 
ground storage of gas. The comp 
is currently in the process of sect 
the necessary rights to proceed 1 
such a test and it is hopeful that 
injection of gas may begin before 
end of the year. 

Preliminary drilling has indie 
that there is a dome-like geolog 
structure at this location and that 
St. Peter sand, a water bearing s 
has the permeability and porosity 
sential to a good underground stor 
facility. The injection of a qual 
of gas and the observation of the 
sults of such injection will enable 
company to determine whether 
should seek authority from the 


nois Commerce Commission to ff 


ceed with the development of 
project as a storage facility 
Inasmuch as space heati:g cot 
tutes a substantial portion o! the) 
ness of The Peoples Gas ‘ight 4 
Coke Company and has further § 
stantial growth potential, the devel 
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there is no need for it by space heating 
customers, for withdrawal during the 
winter months when such need exists. 

The expansion programs of our 
pipeline and storage companies and 


the sales program of The Peoples 
Gas Light and Coke Company reflect 
our confidence in the growth and de- 
velopment of our service area. 


Public Service Electric and Gas Company 


iH husiness activity at a high 
level and residential construc- 
holding at a good pace, Public 
ce Electric and Gas Company 
n optimistic outlook for the con- 
{expansion of its gas business. 
latest forecast indicates an in- 
of 45 per cent in gas sales over 
ext five years. Approximately 
rcent of the increase is building 
ig, expanding now at the rate of 
() additional customers per year. 
ke factor contributing to the ex- 
on of building heating is the 
ing |evittown housing project 
his the first major Levitt de- 
ment to be heated by gas. This 
ct will have more than 4,000 
s completed and occupied by 
ary of 1961, Plans call for the 
jon of 16,000 homes, supple- 
d by schools, churches, shopping 


pect an 
feet of 
Tidwest 


Newark, New Jersey 
DonaLp C. Luce, President 


centers and recreational areas. 

Total company gas sales for the 
year 1960 has been estimated at 846 
million therms of which approxi- 
mately 58 per cent is building heating. 

A well-rounded area development 
promotional program has produced 
results, evidenced by the influx of in- 
dustrial gas consumers. This pro- 
gram, selling the advantages of the 
territory in New Jersey served by 
Public Service, will continue. 

The program of converting cus- 
tomers’ appliances from mixed gas to 
straight natural gas is continuing and 
by the end of this year, over 550,000, 
or about 50 per cent of all the gas 
customers, will be served with 
straight natural gas. 

Gas supplies are adequate to meet 
demands but the company must make 
provisions for additional gas to meet 


future requirements. The natural gas 
supply at the end of 1959 amounted to 
5,361,000 therms per day, 582,000 
therms greater than the supply at the 
end of 1958. The company has, under 
contract or under negotiation, a total 
of 5,966,000 therms of natural gas 
tor the 1960-61 winter, an increase of 
605,000 therms during the year. . 

The company maintains manufac- 
tured gas production facilities for the 
production of mixed gas and for peak 
shaving. Conversions of carburetted 
water gas sets to high Btu operation 
are being made to increase the ca- 
pacity of these facilities. 

Public Service was recently granted 
a general rate increase amounting to 
$10 million per year but the portion 
applicable to gas rates has, at this 
writing, not vet been determined. 


(Continued on page 60) 





THE CHECK THAT'S BEEN MAILED 
EVERY YEAR FOR 108 YEARS 


There’s something solid about 
Cincinnati . . . and the great in- 
dustrial area of which it’s the 
center. Here we have a steady 
growth of widely diversified in- 
dustry. Here, you find one of 
the nation’s most skilled labor 
forces . . . with pride in its ex- 
ceptionally high productivity 
rate. And it’s hard to imagine 
a more ideal location as a dis- 
tribution center. All this has 
given the area’s economy an en- 
viable stability. It’s not surpris- 
ing that in such a community 
the Gas & Electric Company 
would reflect that same stability 


—with an unbroken record of 
stock dividends paid, every year, 
for 108 straight years. 


The Ohio River, which will carry 3 
times as much commercial tonnage as 
the Panama Canal by 1963, is a great 
asset to the Cincinnati area. It will be- 
come even more important as the high 
lift dam program, now in progress, 
is completed. 


THE CINCINNATI GAS & ELECTRIC COMPANY 
108 years of unbroken dividend history 
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San Diego Gas & Electric Company 


San Diego, California 


Hiram G. Ditiin, Executive Vice President 


fp is a story of growth decen- 
tralization and _ reorganization. 
San Diego’s phenomenal 
been widely publicized. 
Gas & Electric Company experienced 
an 85 per cent increase in electric cus- 
tomers and 95 per cent increase in 
gas customers in the last ten years. 
The gain in 1958 broke all previous 
records; then, in 1959, the rate of 
gain jumped 25 per cent over 1958. 

The construction, operation, and 
maintenance of distribution facilities, 
both gas and electric, for this explo- 
sive growth in an area in excess of 
4,000 square miles, created some 
serious problems. 

The operations of the company had 
been divided between gas and electric 
services with top supervision for each 


growth has 
San Diego 


H. 


obligation of a public utility 
to provide service and to deal 
fairly with everyone in its franchised 
area should not obscure the fact that 
it cannot be “all things to all men.” 
Our experience with the merchan- 
dising of appliances is a clear illustra- 
tion of the need for utilities, just as 
other businesses, to establish precise 
objectives and concentrate on achiev- 
ing them. 

Our basic sales promotion program 
had involved working with all of the 
100 or more appliance and plumbing 
and heating dealers in our area. At 
the same time, and with the same 
salaried staff that called on dealers, 
we conducted our own direct mer- 
chandising activities. After five years 
of experience with this program—and 
although our relationships with deal- 
ers were on a good basis and we felt 
that they were doing an effective job 
—a review of our sales promotion ef- 


OUTH Jersey Gas Company, I am 
happy to say, experienced a con- 
tinuation of very healthy growth in all 
phases of its operations during the 
past twelve months, and there is every 
indication of continued growth in its 
service area. 
Residential and commercial sales 
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department located at a central head- 
quarters in San Diego. In recent 
years three subsidiary operating units 
had been established in the cities of 
Oceanside, Escondido, and El Cajon, 
with both gas and electric functions 
brought together under a district op- 
erating supervisor. This became the 
pattern for complete decentralization. 
Three additional operating head- 
quarters have been established this 
year, and a fourth is in the planning 
stage. These new operating head- 
quarters are strategically located to 
serve better and more economically 
the San Diego metropolitan area. 
With this change in physical facili- 
ties it was found desirable to re- 
organize the supervisory forces. Pro- 


South Atlantic Gas Company 
Savannah, Georgia 


Joun F. Pincock, President 
forts showed that they were not 
achieving the total results that would 
be necessary in the future. 

As a result of this review, a num- 
ber of changes were made: 

1. Dealer relations for gas 
range and dryer sales were as- 
signed to one man to call 
regularly on the 25 range and 
dryer dealers who accounted 
for nearly 85 per cent of gas 
appliance sales. He was pro- 
vided incentive compensation 
and prospect protection for his 
dealers against company sales- 
men where prospects were 
identified. The other 75 dealers 
were given assistance as re- 
quested and for special pro- 
motion. 

2. Dealer relations for water 
heating and heating dealers 
were assigned regularly to the 
two builder and two air-con- 


South Jersey Gas Company 
Atlantic City, New Jersey 
T. H. KENDALL, President 


are increasing, and rapid industrial 
development, in addition to stimu- 
lating economic growth of the area, 
is providing a large and profitable 
market for industrial gas sales, both 
firm and interruptible. Our interrupti- 
ble sales enable us to purchase gas at 
an annual load factor of over 95 per 


duction and transmission /:econy 
integrated department res} onsibj 
supply of gas and electricity. Thd 
tribution department carri:s the 
ous services to the customers thr 
the district operating he dqua 
with some back-up of central se 
Commercial activities aze still 
ried on through a separate syste 
central and district busirss 9 
These latter activities are integ 
with the operating functioiis thr 
high-level supervisory control, 
Fortunately for this traasition 
rate of gain in customers his ease 
in recent months. The net gai 
the first seven months of 19 
about 60 per cent of the gain x 
tered in the same period diring| 


HANSELL HiLtyeEr, Chairman of the Board 


ditioning salesmen. 

3. Our own merchandisiy 
activities were stepped up bm, 
diverting five people to ful 
time direct selling on a geo 
graphical basis, with commis 
sions on sales, and with marke 
research assistance to pin-poin 
appliance sales opportunities 

This program has run just 
year, and the results of focusing 
attention on specific objectives 
even better than we had hoped 
a year when appliance sales natio 
are down, both our own direct 
and those of dealers are up subi 
trally—even though we reduced 
total sales promotion costs by 1 
cent and our advertising cost bj 
per cent. 

By using a rifle instead of as 
gun, we have been able to ma 
smaller amount of ammunition 4 
more effective. 


cent, thereby lowering t'e av 
cost of gas purchased. This isa! 
important factor in our ability # 
sorb increasing costs of oing! 
ness and maintain stable r tes. 
Our friends in the col ind 
argue that retail consumers subs 
interruptible sales such as 0uts,' 
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kely th opposite is true. I think 
ery in portant, as recognized by 
hmeric n Gas Association, that 
+ paganda be defeated in 
of governmental end use 
‘re are, however, other 
re urgent problems which 

I: scuss. 
itly concerned about the 
«gulatory problems facing 
ustry, creating uncertainty 
ion as to the future cost of 
al gas and the availability of ad- 
al supplies to meet growth re- 
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quirements. Unless these problems 
are resolved promptly, the entire gas 
industry and the customers whom it 
serves will suffer irreparable loss. 
Yet, six years after the Phillips De- 
cision, little progress has been made 
toward any practical solution. Correc- 
tive legislation, long hoped for, is still 
a distant prospect. 

It’s high time that all of us in the 
gas industry work together and with 
the Federal Power Commission to 
solve these problems, as best we can, 
within the framework of existing 


legislation. Perhaps the best way is 
settlement agreements negotiated ‘be- 
tween producers and distributors. 
Some of these have been worked out, 
with the approval of the FPC. 

I urge the producers, pipeliners 
and distributors to make every effort 
to resolve their differences. Let’s re- 
member that each of us is dependent 
upon the other, and none can succeed 
alone. Neither legislation nor regula- 
tion alone can solve these problems. 
We just have to sit down together 
and try to work them out. 


Texas Eastern Transmission Corporation 


Movay’s high standard of living in 
he United States is directly re- 
to our development of produc- 
uses for mechanical energy. A 
aratively recent development, 
society founded upon utilization 
sil fuels has enabled man to ac- 
lish miracles. Only in the last 
years has man changed from 
cle” energy to “inanimate” en- 
his very existence until the in- 
_ ial revolution was largely based 
@ericulture and handicrafts which 
ded man with the bare necessi- 


‘@r in the development of civiliza- 
something else has been in- 
hd: the principal element has 
man’s continuing desire and 
y to harness energy and have it 
at his direction. Many examples 
chnological development of en- 
uses can be cited and possibili- 


«ural gas companies pay 
ith attention to research 
make full use of the re- 
lities and people some of 


‘ink of research as only 
work or experimentation 
of people set apart from 
t United we consider them 
, a group of people with 
cation and with that requi- 
itiveness—who have time 
an atmosphere free of dis- 
Vhile we pursue many 
' pure research such as fuel 
solar energy, the greatest 
n of our research brain is 
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Houston, Texas 
ORVILLE S. CARPENTER, President 


ties for future technical advances are 
limitless. To the extent that man can 
continue to add to his knowledge of 
energy and its uses, he will continue 
to improve his level of well-being. 

Utilization of fossil energy sources 
is based on a “twofold equation” : 

1. Seeking and producing the 
fossil fuels to satisfy ever- 
expanding needs ; 

2. Providing economic and ef- 
ficient means of transporting 
these fuels to the points of 
consumption, 

Pipelines have played a key role in 
transporting huge quantities of en- 
ergy at economical costs; their many 
advantages over other forms of trans- 
portation make them the ideal means 
for transporting energy fuels. 

Studies by Texas Eastern and 
others indicate that the United States 
consumption of energy will double by 
1980. There is no doubt that sufficient 


United Gas Corporation 
Shreveport, Louisiana 
Ep Parkes, President 


in the solution of current problems. 
We have no qualms about asking re- 
search such questions as: 


1. How can we speed up the 
preparation of our rate in- 
crease applications ? 
Is our retirement 
satisfactory ? 

How do we really stack up 
against electric competi- 
tion? 

Can you design a manage- 
ment game for each phase 
of the gas industry? 

Will you design a pipe 
caliper to measure internal 


plan 


quantities of fossil fuels will be avail- 
able and the business of transporting 
energy, therefore, becomes one of the 
outstanding growth industries of 
today. In addition, developments of 
new energy sources and forms also 
point toward a glowing future for 
pipelines. Gasification of coal and oil 
from shale are two such sources. 
Transportation of solids in slurry 
form will also be developed. 

Much of the initial and rapid 
growth of pipelines is now behind the 
natural gas industry and these com- 
panies can now give thought to long- 
range economic objectives—to at- 
tempt definition of their economic 
purpose. This purpose must rest 
solidly upon service; the continual 
expansion of demand for energy of- 
fers to the natural gas pipelines the 
opportunity to become tomorrow’s 
pipelines of energy. 


corrosion? 

Can we automate the cleri- 

cal aspects of gas measure- 

ment? 
The answers received were all affirm- 
ative and the results amazing. Regu- 
latory lag in our applications to the 
Federal Power Commission was re- 
duced by three months. The pipe 
caliper saved many dollars in pipe 
replacement. We developed an elec- 
tronic orifice meter chart integrator, 
a miniature tape recorder for meter 
readers, a linear chart averager. In 
fact, so many new devices that the 
UGC Instruments Division was estab- 

(Continued on page 62) 
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lished to make and market them so can well use research—even if it be access to all employees and 


that they will be available to the en- 
tire natural gas industry. 
Every gas company, large or small, 


Washington Gas Light Company 


ie fine art of selling as we knew 
it before World War II was a 
casualty of that war many people say, 
and to a large extent I agree. With 
the onset of that war the manufac- 
ture, distribution, and sale of con- 
sumer items was curtailed, and prop- 
erly so, in the interest of producing 
the necessary tools of war. After the 
war was over the pent-up demand 
for consumer goods was so great it 
was not necessary to sell. Customers 
clamored to buy! 

During this same postwar period 
the dramatic era of transcontinental 
natural gas pipelines came upon the 
scene and natural gas was brought 
to most of the cities on the eastern 
seaboard. Ours was among the first 
of those cities. This period brought 
its problems—adequacy of supply, 
rate matters, construction and con- 
version problems and so on. So much 
attention was devoted to these things 


only one man. In addition to freedom 
from distraction he must be relieved 
of all routine duties and must have 


Washington, D. C. 
Dona p S. BitTinceER, President 
Selling—Plain Old-fashioned Selling! 


—we didn’t need to sell anyway !— 
that we, and I suspect many other 
companies, came to be “operations 
oriented,” and understandably so. 

A few years ago we heard rum- 
blings about the electric heat pump, 
better methods of resistance heating, 
improved oil burning equipment, etc., 
and to many of us they sounded 
merely like distant rumblings. 

More recently the facts of life 
about a real, live and present “battle 
of the fuels” has burst upon many of 
us and for others it won’t be too long 
in coming! 

Our response will be to return 
vigorously and fully to a more “sales 
oriented” outlook! Competition for 
our traditional loads in heating, water 
heating and cooking have spurred us 
to make a floor to ceiling inventory of 
every facet of our marketing methods. 
We are up on our selling toes again, 
and we are going to stay there! I pre- 








management. The results wil] 
than pay the cost. 


dict that this will be the most 
lenging single thing facing the j 
try in the decade of the sixties 
ing. Construction budgets, 
regulatory matters, supply, load 
tors, etc., will still be with us 
they will no longer dominate 0 
terest. 

I am using the word Selling 
broadest sense to include the p 
tion and sale of modern gas ¢ 
ment by every fair and _ legit 
means, the sale of a natural-gas, 
ice package, etc. And we mug 
further. We must take prompt 
to counter the inroads of the ide 
gas is obsolete! We can and we 
show that when it is brought t 
burner tips of modern equipmen 
use of natural gas is as mode 
tomorrow morning! 

For us and for the entire ga 
dustry the next decade will tru 
the ‘Selling Sixties” ! 








to the 


Delegates and Guests 


of the 


from 


Greetings and Best Wishes 


AMERICAN GAS ASSOCIATION 
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[i | CUSTOMER 
INQUIRIES... 





1.F.—Customer Information Files incorporate 
igh Speed Kard-Veyer units to speed up service! 


Uestion..: answer, almost that fast with 
.LF.. the Remington Rand efficient, two-way 
mmunication center featuring the high speed 
ard-Veyer Unit. With effortless operation on 
€ operator’s part, the Kard-Veyer puts any one 
thousands of files at her finger tips in seconds. 
me Kard-Veyer speeds up production by as 


much as 30% ! See how a Customer Information 
File can help you speed answers to customer in- 
quiries .. . reduce time required to issue orders 

. . improve overall service. Write for an illus- 
trated brochure on Remington Rand C.LF.... 
Room 2090, 122 E. 42 St., New York 10, N. Y— 
specify X1733. 


Remington. Fland Systems 


DIVISION OF SPERRY RAND CORPORATION 
12? Bact 42 Street, New York 17, Ni Y¥. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








64 years of leadership in property valuation 
me AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


80 Pine Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analyeis 
Cost of Service Determination Economic and Financial Reports 
j 














BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development @ Construction © 
Electric, Steam and Hydro Plants © Aeronautical and Missile 
Facilities @ Surveys © Nuclear, Chemical and Industrial Plants © 
Transmission ©@ Distribution © Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C, e Hempstead, L. I. ° Santa Monica, Calif. 














SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-i800 


1 h 1 Main St., Houston 2, Texas, CApital 2-9171 
Commonwea t 1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 











Mention the FortN1GHTLY—It identifies your inquiry 
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DAMES & MOORE 
Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo, 
geological, and geophysical investigations for pipeline and transmission line routes, Geological- 


geophysical-soil mechanics investigations for recovery and use of marginal land, and for dam 
design and construction. 





CHICAGO NEW YORK SAN FRANCISCO HONOLULU 
LOS ANGELES PORTLAND SEATTLE ATLANTA SALT LAKE CITY 











DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











- Design 
- Engineering 
- Construction 
DRAKE & TOWNSEND 


Incorporated 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 


peak shaving 
EMPIRE GAS and stand-by 
lants tor 
ENGINEERING CO. a. 
P.O. Box 1738. : — 
Atlanta 1. Georgia : euaeeten 





F 4 Ford, Bacon & Davis 
BaD VALUATION Engineers a none 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases © Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems © Economic and Financial Reports 


1523 L STREET, NW. 326 MAYO BUILDING 


403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 


CALGARY, ALBERTA 
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Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


WESTBURY CLEVELAND 








GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1, N. Y. 











GILBERT ASSOCIATES, INC. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 








HARZA ENGINEERING COMPANY 
Cc ting Engi s 


Calvin V. Davis Richard D. Harza E. Montford Fucik 





REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
GATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OIITO 








JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RKECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theotre Building Ann Arbor, Michigan NOrmandy 8-7778 











Mention the FortnNiGHTLY—I/t identifies your inquiry 
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Personalized Piping System Flexibility Analyses 


Piping flexibility studies made with Available on a confidential basis 
Kellogg’s electronic computer, to consulting engineers and engineering 
individualized on your company forms. departments. Write for details to: 


FABRICATED PRODUCTS SALES DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 











She Kuljian Cyocation 

1 

|, Cie i, on oe a ) coun STtRUC TORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 


Utility Management Consultants for past 35 years Specializing in 
GAS CLASS COST ANALYSES for Developing CLASS RATES a 
Sy ea OF RETURN and UNIT COSTS for use in munrenan 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS——DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Reports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. ees CHARLOTTE. N. C. 











MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 
e@ consultation 
® special investigations 


NATIONAL CITY MANAGEMENT COMPANY 
Prudential Plaza — Suite 3500 ° Chicago 1, Illinois e MOhawk 4-6500 


NATIONAL CITY 











Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS fi ACCOUNTING, FINANCING, RATES, 
7 


PURCHASING INSURANCE AND DEPRECIATION 
231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 


Special Operating Studies pe = 
Planning and Design A 
Reports for Financing 

Economic Studies = 

Regulatory Representation — 2 > 





SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORE 











Hee 


SARGENT & LUNDY 
ENGINEERS 
Consultants to the Power Industry 


@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


COLL CC LULL CUCU CUCU COCO 





STANDARD RESEARCH CONSULTANTS, INC. 
Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 


345 Hudson St. Watkins 46400 New York 14, N. Y. 











TONE s WEBSTER E35 
& BOSTON 


CHICAGO 


ENGINEERING CORPORATION seoveroegt 


SAN FRANCISCO 
DESIGN « CONSTRUCTION - REPORTS « APPRAISALS —— 


EXAMINATIONS » CONSULTING ENGINEERING TORONTO 





e 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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(concluded) 








BURNS & McDONNELL 


Engineers-Architects-Consultants 


4600 E. 63rd St. Traffieway 
* Kansas City 41, Missouri 








LUTZ & MAY COMPANY 


Censutting Dngmeers 


STEAM GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6. Mo. 














EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS and SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 


Main Office, Pittsburgh, Pa. 
32 Laboratories in Principal Cities 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


HARRISBURG, PENNSYLVANIA 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAI—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHTGAN AVE., CHICAGO, Od. 
Loe Angeles 














INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 





SVERDRUP & PARCEL 
Engineers & Consultants 


Design, Construction Supervision 
Steam and Hydro Power Plaats 
Power Systems—iadustrial Plants 


Studies—Reports 
Sen Francisco ° 


St. Louis ° Washiagtos 











Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
UTILITY. INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 








A. W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 
208 Virginia St., Mobile, Ala. 
St. Louis 





New York Portiand 
inspector: stationed throughout the U.S.A. 





Mention the ForTNIGHTLY—/t identifies your inquiry 





PBER 13, 1960—PUBLIC UTILITIES FORTNIGHTLY 


























INDEX TO ADVERTISERS 


*Allen & Company 

*Allied Chemical Corporation—Plastics & Coal 
Chemicals Division 

*Allis-Chalmers Manufacturing Company 

American Appraisal Company, The 

American Meter Company 

*American Motors Corp. 

American Natural Gas Company pee 

Analysts Journal, The ... Rc gs 2 

Arkansas Louisiana Gas Co. ... 


B 
Babcock & Wilcox Company, The . 
Black & Veatch, Consulting wound - 
*Blyth & Company, Inc. 
Boni, Watkins, Jason & Co., 
Burns & McDonnell, Engineers . ee 
Burns and Roe, Inc. ez 
*Burroughs Corporation .. 


Carter, Earl L., Consulting Engineer .. pane 
Cincinnati Gas & Electric Company, _ ee 
Columbia Gas System, Inc., The 
*Combustion Engineering, oa pata 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. ... 
Consolidated Gas and Service Company . 
Continental Illinois National Bank 

and Trust Company of Chicago . 


Dames & Moore ... 

Day & Zimmermann, Inc., Engineers .... 
Dayton Power and Light Company, The . 
Dodge Division of Chrysler aes se 
Drake & Townsend, Inc. 


*Eastman Dillon, Union Securities & Company . 
Ebasco Services Incorporated ........... Inside Front Cover 
El Paso Natural Gas Company : 
*Electro-Motive Division, General Motors 
Empire Gas Engineering Company 
F 
*First Boston Corporation, The 
Ford, Bacon & Davis, Inc., Engineers 
ee eee 
Francisco & Jacobus . 


Gannett Fleming Corddry and Carpenter, Inc. ...... 69 
General Electric Company Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers 66 
Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 

*Glore, Forgan & Company 

Gordon & Piatt, Inc. 


H 
*Halsey, Stuart & Company, Inc. .. 
*Harriman, Ripley & Company 
Harza Engineering Company 
Hoosier Engineering Company 


*International Business Machines Corp. ............... 
Internuclear Company 
Irving Trust Company 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers 


Kansas-Nebraska Natural Gas Company, Inc. .......... 
Kellogg, M. W., Company, The 

*Kidder, Peabody & Company 

*Kuhn Loeb & Company 

Kuljian Corporation, The 


*Fertnightly advertisers not in this issue. 


L 
Laclede Gas Company ........................ 17 
we a Be Oe, Ca a 
Leffler, William S., Engineers Associated . 
*Lehman Brothers 
*Line Material Industries : ene 
*Loeb (Carl M.) Rhoades & Co. .................. 
Long Island Lighting Company ................ oe 
Lougee, N.A., &' Company ..........2.....:..55. : 
Lutz & May Company, Consulting iiicihicues anes 


M 
Main, Chas. T., Inc., Engineers 
*Merrill Lynch, Pierce Fenner & Smith, Inc. .. 
Miner & Miner, Consulting Engineers ............ 
Minneapolis Gas Company ... 
Moloney Electric Company .... 
Montana Power Company, The 
*Morgan Stanley Company = 
Mountain Fuel Supply Company ... 
Mueller Company 


N 
National Association of Railroad & Utilities 
Commissioners 
National City Management Company .... 
New Jersey Natural Gas Company 
Northern Illinois Gas Company . 


*Osmose Wood Preserving Company of America, Inc.. .. 


P 
Pacific Gas and Electric Company 
Panhandle Eastern Pipe Line Company 
Pioneer Service & Engineering Company 
Pittsburgh Testing Laboratory . 
*Plastic and Coal Chem. Div., Allied Chemical Corp. .. 
*Pole Sprayers, Inc. ........... ‘ 
Public Service Electric and Gas Company .... 


R 
Ramson, R. A., Company, Inc. ............... 
Recording & Statistical erporanion ..........+%- 
Remington Rand Div. of Sperry Rand Co. 


s 
Safety Gas Main Stopper Company, Inc. . 
Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schulman, A. S., Electric Co., Engineers .... 
*Smith Barney & Company ... 
Southern California Gas Company . 
Southern Counties Gas Company ... 
Southern Union Gas Company ................ 
Standard Research Consultants, Inc. 
Stone and Webster Engineering Corporation ...... 
*Studebaker-Packard Corporation 
Sverdrup & Parcel, Engineers & Consultants 


Texoma Enterprises, Inc. . 
Trunkline Gas Company 


United Gas Corporation 
United Gas Improvement Company 


v 


Vermeer Manufacturing Co. ............. 


w 
Washington Gas Light Company 
Western Kentucky Gas Company 
Westinghouse Electric Corporation 
White, J. G., Engineering Corp., The . 
*White, Weld & Co. 
Whitman, Requardt and Associates 
Williams, A. W., Inspection Co., Inc. ... 





PUBLIC UTILITIES FORTNIGHTLY—OC* OBER |i 





SSURED SAFETY 


in all your gas operations! 


ee. 


fFAVUELLER: NO-BLO: METHOD 


B Safety for your customers and for your em- 
ployees is a prime consideration of gas utility 
m-nagement. 

ne of the most significant contributions you 
cai make to safe operating practice in your 
company’s operations is to insist upon the use 
of Mueller No-Blo methods. 

Che No-Blo Method is a simple operating pro- 
cedure that allows all connections to be made 
under pressure without the escape of gas — assur- 
ing safe working conditions for your employees. 
This positive confinement of gas at all times, 


Isolating line 
sections 














Transterring 
services to 
new mains 


plus the rugged, “‘service-proven” dependability 
of Mueller Products assures the safety of your 
customers now and in the future. And both you 
and your customers will like the time-and-money- 
saving convenience of uninterrupted service! 

If you are not familiar with the safe Mueller 
No-Blo Method, contact the local Mueller Rep- 
resentative in your area. He will be happy to 
explain the application and use of the complete 
line of Mueller No-Blo Products and Equipment 
and to refer you to other companies who are tak- 
ing advantage of these safe operating procedures. 


Making service 
connections 


Extending 


Replacing gas 


meter stops 





GEM Sponsor ] 








» Factories at: Decatur, Chattanooga, Los Angeles 
In Canada: Mueller, Limited; Sarnia, Ontario 





General Electric reports on developments in... 









THE MAGNETIC TAPE-CONTROLLED MILLING MACHINE above is being set up for production of the new 50- 
inch buckets. This is the first application of numerical control for machining complex-shaped steam turbine 
buckets. This new manufacturing technique will result in stronger, more efficient, more economical buckets. 


FIRST 50-INCH TURBINE BUCKET 


THIS G-E ENGINEERING TEAM was 
instrumental in the development of 
the 50-inch turbine bucket. Left to 
right, V. S. Musick, J. H. Ouellette 
(standing), A. Rubio, J. E. Corr. 


GENERAL ELECTRIC is building for 1961 shipment the first 1800-rpm steam turbine 
with 50-inch last-stage buckets. This latest milestone in turbine design was achieved 
through the use of new, advanced mathematical design techniques. Extensive 
laboratory tests were conducted to assure that the new bucket will maintain the 
high-reliability and long-life qualities of its predecessors. 


IMPROVED EFFICIENCY AND HIGHER RATINGS are made possible by the 50-inch 
bucket. The increased exhaust area permits better utilization of last-stage sieam 
energy and can result in efficiency gains of 1% or more over the present 43 inch 
last-stage bucket. Higher unit ratings can now be attained without increasin.; the 
number or complexity of turbine casings. For example, the ratings of many ross- 
compound turbine arrangements can be extended as much as 33%. 


REDUCED POWER GENERATION COSTS will result from the 50-inch bucket- -and 
from General Electric developments yet to come. By co-ordinating its engine »ring 
research, development, and design efforts with those of electric utility engi cers, 


gion, 
ica’s 
04-064 


and by making available new and better apparatus for generation, transmi 
and distribution, General Electric will continue to help utilities meet Ame 
rapidly increasing demand for low-cost power. 


MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 





